
Volume I, No. 8

JULY 2003

���������	��
���
�����
���������
�����

Events

July 7-12, 2003
Venue: Pune
Trainers Training Programme (Life)

July 7-12, 2003
Venue: Pune
Management of Petrochemical Risks (Non-Life)

July 8-9, 2003
2nd Conference on Catastrophes Insurance in Asia Seeking Real
Solutions to CAT Exposures in Asia Taiwan

July 13-16, 2003
Venue: New York
39th Annual International Insurance Society Conference

July 24-26, 2003
Venue: Singapore
Singapore Insurance Institute Conference
Towards Professional Excellence

August 4-9, 2003
Venue: Pune
Retail Insurance (Non-Life)

August 4-9, 2003
Venue: Pune
Data Warehousing and Data Mining(Life)

August 11-16, 2003
Venue: Pune
Pension & Group Insurance Business(Life)

August 18-19, 2003
Venue: Mumbai
4th Conference on Bancassurance & Alternative Distribution
Channels: Choosing the Right Bancassurance Business Model

August 18-23, 2003
Venue: Pune
Relational Database Management Systems (Non-Life)

August 21 – 22, 2003
Venue: Banaglore
5th Asia Pacific Conference & Exhibition on IT & e-applications
in Insurance: IT & e-applications to Boost Business & Efficiency –
Getting Beyond the Hype & Mantras to Exploit the Right
Technologies Best Suited to your Business

August 25-30, 2003
Venue: Pune

Comprehensive Technical Programme in Life Insurance
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C.S.RAO

I assume office of the Chairman, IRDA, with a great sense of humility and

see before me the great strides that this organisation has made in the last

few years of its existence. I have inherited an organisation with a firm

foundation, known for its independence, transparency and fair play. I also

realise that there are vast areas still to be traversed. It shall be my endeavour

to build on the enormous goodwill that the organisation enjoys in the industry

and the Government. I seek the cooperation and assistance of all members of

the organisation and the players in this sector in building upon the sound

foundation, an impressive superstructure.

From the Publisher
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LETTER FROM THE EDITOR

This edition of IRDA Journal comes to you with a welcome and a farewell!

Mr. C. S. Rao took over as Chairman, IRDA, on June 10 on the retirement of Mr. N. Rangachary on June 9.

We present you a quick profile as he gets down to his task and wish him well in his responsibility of taking

the Authority and the insurance industry to greater heights on the wings of the best of regulatory practices.

The farewell is to Mr. R. C. Sharma, Member (Non-life), IRDA, the general insurance industry veteran who

retired on June 20.

Our issue focus this month is Information Technology (IT). In most parts of the world it is difficult to imagine

a data, transaction and document intensive service industry like insurance not being powered by IT. But the

Indian market, as in many other ways, is in transition in this matter. Our writers, with experience in

insurance, technology and the art of selling, have laid before us a menu of what the power of IT in insurance

is and what it can be.

In the next issue we will be taking a look at bancassurance, how it has established itself, or otherwise, in the

Indian market, and what we can look forward to. The Indian market is vast and served by an incredibly

large network of bank branches – one of the most positive outcomes of bank nationalisation – and the latter

seems to be just made right for the distribution of insurance products. Let’s see what’s happening, what is

working and what is hindering this process.

The Journal, more than being the voice of the Authority, has been positioned as a forum for the industry to

voice its concerns and opinions and to discuss and debate issues. And a valuable outcome of that is being

able to garner and broadcast the reactions and opinions of the consumers and stakeholders on various

initiatives of the Authority. A couple of months ago we brought out a special supplement on the Standard

Pension Plan suggested by the Shinkar Committee, constituted by the IRDA. Your responses have been

coming in, constituting valuable feedback on the product and its purpose.

We bring you in this issue a fairly detailed profile of another initiative being planned by the IRDA. You have

been reading news about the need for centralised data collection to support decision-making in Motor and

Health insurance. In the section End User is a profile of projects aiming to fill this need and also the data

that is proposed to be collected and analysed. What you think of its scope and utility is something that we

would like to know. Please write or e-mail us in as much detail as you wish, so that we can publish a variety

of suggestions and opinions. If the issues are well debated and understood that will help shape the project

suitably.

We hope you enjoy the rest of the Journal as well. There is a critique of the Justice Rangarajan Committee by

Mr. K. N. Bhandari and a discussion about what constitutes liability in Motor insurance by Mr. D. Varadarajan.

Mr. G. V. Rao, retired CMD of Oriental, who started analysing non-life business trends for the Journal from

the last issue, throws light on what the premium figures reveal at the end of May, 2003. Statistics, as usual,

tell the most interesting story and, by turns, bemuse and enthuse us. So it is in this issue as well!

K. Nitya Kalyani

hings to come...T
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FAREWELL

“I have had a variety of experience

and am quite satisfied,” says

Mr. R. C. Sharma at the end of his two-

year stint as Member (Non-Life), IRDA.

Mr. Sharma, who retired on June 20

on turning 62, joined the general

insurance department of the Life

Insurance Corporation of India (LIC-GI)

in 1964 and retired as General Manager

of the Oriental Insurance Company

Limited in 2001.

QUITE
After various operational and

technical postings, including stints as

acting Chairman and Managing

Director of both United India Insurance

Company and Oriental, when – he

recalls with amusement – he had to sign

many documents twice, once as General

Manager and then again as current-in-

charge, Mr. Sharma moved to ‘very

interesting, conceptual’ work in the

IRDA.

That was the time when the new-

born authority was writing the

regulations and gearing up to register

insurance companies and “as a person

who knew the ills of the industry, I could

contribute in a regulatory manner to

plugging those ills,” he says.

For, the nationalised general

insurance industry, regulation had,

until then, been all in the family, since

its then holding company, the General

Insurance Corporation of India (GIC),

was also the regulator. But with a

statutory regulator in place things

changed much.

One of the larger conceptual changes

was the developmental role of the IRDA.

“This role has never been forgotten,”

says Mr. Sharma, and this was one

of the interesting challenges –

repositioning the role of a regulator as

understood by many.

 Another important

achievement of the IRDA

that he recalls proudly as

having played a part in, is

establishing its position

among peers around the world.

Considering that during the time

the International Association of

Insurance Supervisors (IAIS) was

being set up, the mid nineties, the IRDA

was still faced with being a voluntary

SATISFIED

body with lengthening efforts to get

statutory status, the respect that it has

earned has been impressive. How was

it done? “It depends on what committee

meetings you attend and what you say

– if you are technically sound, people

will listen.”

India was part of important

committees looking after emerging

markets, reinsurance and evolving

accounting standards, due to the effect

of the towering personality of

Mr. N. Rangachary, the recently retired

Chairman of IRDA, he says. “I cashed

in on the opportunities and established

our presence.” India was elected as

member of the Executive Council, which

is the decision-making body of the IAIS.

“Mr. Rangachary had set the image

of IRDA at a high level and I had only

added to it,” says Mr. Sharma. “I am

happy that he saw the potential in me

and gave me the role.”

On IRDA’s priorities in the near

term as he sees it, Mr. Sharma counts

monitoring and implementation of the

regulations. The simplest thing would

be to see that the financial disclosures

conformed to the requirements in the

regulations and to strengthen the

fledgling, but fundamentally strong,

inspection capabilities within the IRDA.

In the long term we have to

strengthen these capabilities. We have

standardised formats and methods

prescribed by the IAIS that we can use

to strengthen core functions, he says.

And what of his retirement? At this

point, he is looking forward to spending

a relaxed couple of months with his sons

in the US. And then it’s likely to be

consultancy. But for now he is not

thinking beyond the upcoming holiday!

IRDA_July2k3_03070002.pmd 04/07/2003, 7:04 PRAGATI4
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From getting state governments – many of them

fiscally chaotic – to accept caps on their borrowings

from the Reserve Bank of India (RBI), to overseeing

an insurance industry that presents a study of

contrasts today. Mr. Chellapilla Satyanarayana Rao

may just find that the more things change, the more

they remain the same!

But for now, it is reading-up-the-files time for

the recently retired Revenue Secretary, Union

Finance Ministry, who took over as Chairman,

IRDA, on June 10. So, any observations on and

plans for the industry will have to wait a bit!

So we talked about his studies (English

Literature and Emerson) and his career (mostly

finance ministries at the state and the Centre, with

a little bit of rural development, irrigation and

consumer affairs thrown in).

Talking about the Overdraft Regulation

Scheme brings a smile to his face. Getting state

governments to go in for a debt swap scheme and

replace it with market borrowings, though to their

benefit, was not an easy project to sell at all, as he

describes it. He found though, that states acted

quickly when they realised that it was their own

credibility at stake, and started opting for the fiscal

reform facility created by the Eleventh Finance

Commission, which has both incentives and stiff

targets for fiscal deficit reduction.

Another project he is remembered for is the

disaster management scheme that he put in place

in Andhra Pradesh, and which has become the

model for the Centre and for other states as well.

What sparked it off was the major cyclone in

Andhra Pradesh in May 1990. Affecting 12 coastal

districts, submerging crops and rendering whole

drowned villages inaccessible, it reminded him

of his experience as Collector of Krishna District

in 1977, when a tidal wave wiped out villages

and killed about 9,000 people. It took all year

for the rehabil i tation and reconstruction

to get done.

As Andhra Pradesh’s Finance Secretary,

Mr. Rao set about preparing a project report for

the World Bank, which had shown some interest

in long term rehabilitation programmes of the

affected areas. He co-ordinated the multi-sectoral

project sending the project report in just six weeks

and completing negotiations with the World Bank

in another two months.

An aid of $265 million was sanctioned and

the work had to be completed, and funds utilised,

in three years. The World Bank wanted to deal

with just one nodal officer, and Mr. Rao it was!

“I took advantage of the disaster to look at

the long term problems of the affected areas,”

he says.

The first of these was communications, and

the second, agricultural productivity.

Because the flood waters washed

away roads and inundated fields.

Identifying vulnerable

areas, the project quickly

mapped alternative state

highway routes while

National highway

roads were

r e p a i r e d .

C o a s t a l

roads were

built or

strengthened so that in future emergencies,

reaching aid or evacuating people would not

suffer.

 As for waterlogging of fields, the money

went to rebuild and repair the extensive drainage

system of the Krishna-Godavari delta which had

aged. The locals sacrificed a crop to let this work

take place, but were rewarded the very next year

when another cyclone left their fields unharmed!

Working with a small team of a few officers

experienced in administration, engineering and

accounts, Mr. Rao set up a Project Monitoring

Unit (PMU) which worked as a facilitator and

clearing house identifying schemes and getting

them implemented within the framework of World

Bank tender and other conditions. The PMU also

worked simultaneously submitting accounts to

the Union Government and getting

reimbursements in record time, and in previously

unheard of quanta too!

“In one year $100 million was used and

drawn and they told me that even major projects

did not draw funds so quickly,” he says. This was

possible because of the centralised nature of the

PMU and also the fact that he remodelled the

accounting machinery. He created pay and

accounts organisations in each district across

departments where all the expenditure accounts

would get consolidated and sent directly up to

the PMU.

This quickened the work and use of the

allotted aid. What’s more, the US Dollar, which

was at Rs. 16 when the aid was sanctioned moved

to Rs. 31 within a year, and Mr. Rao was able to

talk the World Bank into expanding the project!

The project was expanded in another

unexpected way too! The PMU model was much

appreciated, and one such has been set up in

the Union Finance Ministry which, in turn, has

got all states to do the same for quick completion

of projects and complete utilisation of aid.

And he’s not a stranger to the markets either!

The first public sector unit to be disinvested –

Modern Foods – was taken up when Mr. Rao

was Additional Secretary and Financial Advisor,

Ministry of Food and Consumer Affairs.

“Being the first disinvestment effort

we were particular that it should be done quickly

and efficiently.” And happen it did, fetching the

Government Rs. 1,000 for a Rs. 100 share.

Mr. Rao, in a way, has come back home to

Hyderabad, and his wife, a law graduate and

home-maker, will join him shortly. His recently

married elder son is an MBA and is in the US,

while his younger son seems to have harked back

on his father’s English literature days. He’s a

writer and his first book is being published by

Penguin.

Mr. Rao himself remembers little of Emerson

he admits, and his main relaxation is

Carnatic music, which he enjoys listening to.

Specially, Dr. M. Balamuralikrishna and

M. S. Subbulakshmi!

Introducing ...Introducing ...
PROFILE
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The IRDA has decided to detariff

Motor Own Damage (OD) premiums

from April, 2005, following the

discussion of the Justice Rangarajan

Committee’s report on the subject at a

meeting of the Chief Executives of

general insurance companies at

Hyderabad, held on May 6.

Following this, a committee has been

set up under the chairmanship of Mr.

S. V. Mony, Vice Chairman, AMP

Sanmar Assurance Company, to

consider the alternatives to free the

market from the tariff to allow new

products to be introduced and the

measures to be taken for it, including

the adoption of differential tariffing.

The members of the committee are:

Chairman, GIPSA (representing the

public sector)

Mr. Micky Brigg, Managing Director,

Royal Sundaram (representing the

private sector)

Mr. M.K. Tandon, CMD (Retired),

National Insurance Company Ltd,

Calcutta

A representative of the Ministry of

Surface Transport (MoST)

Mr. Jagdish Khattar, CEO, Maruti

Udyog Ltd, or his representative

Mr. D. Varadarajan, Advocate, Legal

Advisor to IRDA

Mr. P.K. Swain, AGM, Tariff Advisory

Committee (TAC) – Convenor-Secretary

The group has been given a deadline

of December 31 to submit its report to

the IRDA, after which the report will

be published and its implementation

taken up after examining the

suggestions received.

Road Map to Detariffing

P.S. Manian

Link-K Insurance Broker Co. Pvt. Ltd.
#36, Vinayakakoil Street, Sivananda Colony
Coimbatore-641012 Tamil Nadu
Ph: (0422) 2496878/2496024

R.S. Gupta

Paramount Insurance Brokers Pvt. Ltd.
First Floor, Jeevan Tara Building, Gate No. 3
5 Parliament Street, New Delhi-110001
Ph: (011) 51501152/51501153

Ashok Jain

Jain Insurance Intermediaries Pvt. Ltd.
T-1, Green Park Ext., New Delhi-110016
Ph: (011) 26167775/26197775

Jatin V. Saghavi

Satyan Insurance Services Pvt. Ltd.
404, Vishwanank Apartment, Chakala
Andheri(East), Mumbai-400099
Ph: (022) 28369054/56771005/06/07

B.S. Sujay

Sujay Insurance Services Pvt. Ltd.
“Sujay House”, No.4, Uttaradhimutt Road
Shankarapuram, Bangalore-560004
Ph: (080) 6602597/6602598/6602600

S.V.L.N. Sarma

Fouress Insurance Services Pvt. Ltd.
6-3-1100/5, Somajiguda, Hyderabad-500082
Ph: (040) 23414944/23414945

Suresh Balakrishnan

MF Insurance & Reinsurance Services
4B-Jeevan Asha, 60-A.G. Deshmukh Marg
(Peddar Road), Mumbai-400026
Ph: (022) 23891388/23889893

S.S. Prakash

Athena Insurance & Reinsurance Brokers Pvt. Ltd.
112, ‘C’, Mittal Tower, Vidhan Bhavan Marg
Nariman Point, Mumbai-400 021
Ph: (022) 56301616

Poonam Seth

Authentic Insurance Brokers India Ltd.
C-77, Shyam Apartments, Sarojani Marg
C-Scheme, Jaipur-302001
Ph: (0141) 2364706/2365667

R.J. Pereira

Midtown Insurance Services Pvt. Ltd.
Gammon House, Veer Savarkar Marg
Prabhadevi, Mumbai-400025
Ph: (022) 56614063

Pawan Puri

Peraj Insurance Brokers Pvt. Ltd.
Bombay Life Bldg., 45, Veer Nariman Point
Mumbai-400001
Ph: (022) 22043154/22829129/22845460

Manish Rathi

AR Insurance Brokers Pvt. Ltd.
3rd Floor, J.K. Somani Bldg., British Hotel Lane
Bombay Samachar Marg, Fort, Mumbai-400023
Ph: (022) 56377000

Bhaskar De

Pegasus Insurance Brokers Pvt. Ltd.
218, JK Chambers, Sector 17, Vashi
Navi Mumbai-400705
Ph: (022) 55912385/86

Anil Kumar Sharma

Suraksha Insurance Advisors Pvt. Ltd.
113, Park Street, 7th Floor, Kolkata-700016
Ph: (033) 22298228

LICENSED BROKERS
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The title may baffle the reader and

prompt him to think that the writer is a

man with ingrained enmity towards

Mr. Rangachary, since, in the perception

of the reader, Mr. Rangachary possessed

and practiced characteristic features

acceptable to the whole world. But I

would wish to allow the reader the

latitude to think for a moment that I am

biased against Mr. Rangachary. The

reader’s anger towards me will covert

itself into delight shortly.

I have had the privilege of working

with Mr. Rangachary ever since he

joined the Authority in August, 1996,

as Chairman, till his retirement in

June, 2003 – nearly a full seven years –

seven years of most pleasant and golden

association, seven years of being a

witness to the exhibition of an

extraordinary erudition, seven years of

his service to humanity, seven years of

his great assistance to the Government

in nation-building, seven years of ……..

the list can be enlarged to an

unparalleled extent.

When I talk of seven years of

Mr. Rangachary’s endowments to

humanity and the country and the

insurance industry, I should not be

taken to mean that his service and

philanthropic acts are confined to just

seven years. No! That is not the case, I

emphasise only what he took upon

himself during his association with the

Authority to which I was a witness.

I am irrefutably sure that his

philanthropic and altruistic inclination

started not at this birth but got into his

system many births ago. I am

categorical in this observation because

the Bhagavad Gita authoritatively gives

plausible reason and reasoning for the

extraordinary characteristic features

noticed in some rarest human beings –

first of these being Mr. Rangachary.

Nobody can confute me in this

conclusion of mine as I could come

across not even a single occasion when

he declined to render any help to

anyone, sought at any moment of the

day. When I say ‘any moment,’ I mean

it in the strictest sense of the term

because I was, on many occasions,

present beside him at his house and,

even at 11 pm his residential telephone

would ring and someone would request

his intervention to solve one issue or the

other involving official matters.

My illustrious boss would lift the

telephone as patiently and amiably as

ever – a hallmark of his character – and

would answer in the affirmative for

rendering the requisite help. The

request – even if received at the oddest

of hours – would enter the CPU of his

brain and the first thing he would do

the next day in the office would be to

attend to the resolution of that issue.

This magnanimity and modesty,

noticeable in all his dealings, is unique

and unexampled.

Having seen him perform

exceedingly well, academically,

professionally, officially, managerially,

and above all, spiritually, and still keep

his equanimity and cool on all occasions,

I cannot help concluding that

Mr. Rangachary has been more often

Godly than not. The support for this

conclusion is derived from the Bhagavad

Gita, Chapter 16.

“Fearlessness, purification of one’s

existence, cultivation of spiritual

knowledge, charity, self-control,

performance of sacrifice, study of the

Vedas, austerity, simplicity, non-

violence, truthfulness, freedom from

anger, renunciation, tranquility,

aversion to faultfinding, compassion for

all living entities, freedom from

covetousness, gentleness, modesty,

steady determination, vigour,

forgiveness, fortitude, cleanliness, and

freedom from envy and from the passion

for honour – these transcendental

qualities, O son of Bharata, belong to

Godly men endowed with divine nature.”

I have justified the title of this

write-up!

I will conclude by quoting from a

letter which the greatest biographer of

all times, Mr. James Boswell, wrote,

dedicating his great work “Life of

Dr. Samuel Johnson” (which he wrote

by assiduously spending the whole of his

life) to Sir Joshua Reynolds.  This was

written in 1791 and no other piece of

writing can be a better description of

the characteristic features of

Mr. N.Rangachary.

“Your equal and placid temper, your

variety of conversation, your true

politeness, by which you are so amiable

in private society, and that enlarged

hospitality which has long made your

house a common centre of union for the

great, the accomplished, the learned,

and the ingenious; all these qualities I

can, in perfect confidence of not being

accused of flattery, ascribe to you.”

– James Boswell

The author is Assistant Director, IRDA.

“Less often human than not...”
B. Raghavan

This magnanimity and

modesty, noticeable in all

his dealings, is unique

and unexampled.
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Most Admired
Arup Chatterjee

Mr. N. Rangachary has been the most

admired, respected and revered icon of

insurance in India, who has given the

seven best years of his life for the cause

of development of this sector in India in

the new millennium.

His astute leadership in the

backdrop of social values both in public

and private life has served as a strong

anchor in the turbulent sea of changes

as the market evolved from monopoly

to competition.

The Authority was fortunate to have

him as its first Chairman when the

foundations were being firmly laid.

According to Thomas Carlyle, the

eminent historian of the eighteenth

century, “Every institution is the length

and shadow of one great person,” and

the short history of insurance in the

liberalised era has become “His Story”

which resonates everywhere.

But what has been done is just the

beginning, as Rome was not built in a

day. And therefore, as the baton passes,

we are sure that we are doubly blessed.

Being a keen follower of the

gentleman’s sport of cricket, he carried

the same philosophy to the insurance

market place faced with a rocky

prologue, by ensuring that the players

played with responsibility and

regulated themselves, both on and off

the field. At the same time his singular

contribution lay in initiating efforts to

bring insurance awareness – like cricket

– to the masses, so that it doesn’t remain

elitist.

According to Confucius “Leaders are

dealers in hope.” The change managers

and alchemists of insurance with a bias

towards optimism and action can learn

seven lessons from his master strokes

which I had the benefit of witnessing

The author is Deputy Director, IRDA.

Being a keen follower of

the gentleman’s sport of

cricket, he carried the

same philosophy to the

insurance market place.

very closely in these seven years of his

tenure.

■ ‘Maestro’ style leadership pays. By

acting as a conductor of a highly

articulate team of gifted individuals,

he always led by example and

inculcated discipline, commitment,

pride and diligence.

■ Resources are scarce and need to be

utilised optimally. Realising this fact

he chose his resources carefully and

wisely, displaying a high degree of

optimism. This led to the creation of

one of the most efficiently run

regulatory offices in the world.

■ Leadership is character and

character is knowing yourself,

finding your voice and deploying

your talents to achieve your goals.

He provided a sense of purpose

including elements of passion,

vision and meaning in a world of

confusion.

■ Follow an open house

relationship built on

trust. According to him

‘trust’ alone holds

any relationship

together in the

journey with

c o m p e t e n c e ,

c o n s t a n c y ,

c a r i n g ,

candour, and

congruity.

■ Unity in thought and action. He

always remained a visionary by

remaining high on details, and a copy

book follow through ensured he

converted himself into a

conceptualiser and effective dream

maker.

■ Be selfless and not selfish. He took

up the task of building leaders at

every level and consequently it was

the task of the leader to develop the

leader for generation next.

■ Sense of humour. This final

ingredient offered ease in

relationship with others and reduced

distance. It also provided the

maturity to take failure in one’s

stride and to keep a sense of purpose

in success.
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The concept of bancassurance that

originated in France is gaining momentum

here in India as well. Bancassurance, in

its simplest sense, is the distribution of

insurance products through the outlets of

banks. Gradually, it may take more

complex forms depending on several factors

including demographic profiles and the

economic and legislative environment of

the country.

The Gramm Leach Bliley Act of 1999

in the US, followed by the Insurance

Regulatory & Development Authority

(IRDA) Act, 2000, in India, has provided

the stimulus required for the growth of

bancassurance in the country. Now, the

IRDA (Corporate Agents) Regulation is also

in place. Insurance and banking companies

are well aware of the numerous benefits

which they can derive through

bancassurance. This is precisely why they

are on tie-up sprees these days. However,

the tie-ups are being entered into basically

to create an agent-principal relationship.

In the regime of dwindling interest

rates, the growth in the interest income of

banks has not been very high and in fact

has been falling. The total fee-based income

of the Indian banking industry in 2001-

2002, was around Rs. 9,200 crores. As a

percentage of total income, fee-based

income from brokerage and commission

decreased to 6.1 per cent in 2001-02 from

6.73 per cent in 2000-2001.

Bancassurance could bring in good

revenues for banks in the form of

commission income through selling of risk

products. Let us find out how much revenue

the banks would be able to garner from the

sales of general insurance products alone.

Roughly estimated, there are about 17

crore bank accounts. If a bank can sell one

general insurance policy to each of these

account holders over a period of five years,

with an average premium of Rs. 3,000 per

policy and an average commission of 10 per

cent, the banks could earn a total

commission of Rs. 5,100 crores. The banks’

total cost incurred per Rupee of revenue

earned would also come down significantly

as they do not have to spend much on

infrastructure and facilities. Rather, this

would also enable better deployment of

surplus manpower, if any.

The greatest advantage of the banks is

that they have direct contact with their

customers. They can easily package

insurance products with car loans or

housing loans to their clients. Customers

who have developed a loyalty to the bank

are even less likely to move if they get add-

ons like premium payment facilities and

administration of surrender or transfer of

policies.

Insurance penetration in India,

particularly general insurance, has been

abysmally low at below one per cent of the

Gross Domestic Product (GDP). This means

that there is a vast potential yet to be

explored and this is where the wide branch

network of public sector banks, particularly

in rural areas, would come into play.

Insurance companies would also benefit

from marketing through banking channels.

Middle income consumers, who constitute

a major chunk of the banks’ customer base,

get little attention from most insurance

agents. By capitalising on bank

relationships, insurers will be able to

recapture much of this under-served

market, particularly for their personal line

products.

Insurance companies are keen to utilise

the wide spread of bank branches and the

potential of tapping the large number of

customer accounts. Customer database of

banks can provide basic information on the

customers’ spending habits, investment

patterns etc.

The market potential in India is

immense and the four public sector general

insurance companies have the necessary

infrastructure to expand the pie. Now, the

question is whether non-life insurance

products would be able to gain popularity

through bancassurance like their

counterparts in life insurance. In spite of

the roaring success of bancassurance in

Europe, while more than 50 per cent of new

life-insurance premium is generated

through bancassurance, particularly in

Belgium, France, Germany and Spain, non-

life premium generated would be far less

than 10 per cent.

In India, would the scenario be

different? Barring Motor and Health, how

many products of non-life are readily

saleable?

Some insurers may plan to buy shelf

space in banks and sell insurance to those

who voluntarily purchase it. But to make

a breakthrough with a financial product

that is not so easily bought over the counter,

a trained task force, which will focus on

hard-selling risk products, is absolutely

essential.

In India, life insurance schemes get

exemptions in respect of income-tax but

Personal line general insurance products,

except Mediclaim premiums, do not. People

in India still see insurance behind the

screen of savings. Only generating

awareness amongst the masses can make

protection the primary objective of

insuring. Here lies the role of insurance

companies and banks who have, over the

years, built up customer relationships.

They can create insurance awareness so

that the voluntary purchase of personal line

insurances grows sizeably. However,

developing savings linked general

insurance products may also be thought of.

To promote the cause of insurance, tax

incentives may have to be provided for

general insurance products.

All said and done, the success of

bancassurance would depend on a close

relationship between the insurers and

banks and the way they draw up strategies

suited to their mutual interests and that

of the consumers. For this we need to create

a database of customer needs, synchronise

them with the appropriate insurance

packages, simplify procedures both at the

level of insurers and banks, and ensure

prompt after-sales service coupled with an

effective on-line system of getting feedback

from branches.

Selling the packaged instruments as

combined units of banking and insurance

products will also require imparting

necessary training to the staff and proper

administration of the participating banks

and insurers with a result-based data

system working to perfection.

A successful implementation of

bancassurance can ensure a win-win

situation for the banks, the insurers and

the consumers.

The author is Assistant Administrative

Officer in National Insurance Company.

The views expressed here are his own.

Happily Ever After?
S. Bhattacharya
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The Insurance Ombudsman system, an alternate system of dispute resolution that helps
the customer of an insurance company have his problems sorted out speedily and

inexpensively, has been elaborated upon in various earlier issues of IRDA Journal.

Here is a letter received from Mr. R. K. Kohli, a Delhi-based Advocate and Legal
consultant, about some provisions of the Insurance Ombudsman scheme, and our Legal

Department’s clarification of the issues.

The system of Ombudsman is

similar to the system of Lokpal since

both are aimed at redressing the

grievances relating to various

departments/ sectors. The system of

Ombudsman has been introduced in

different specialised fields with a view

U

This has reference to the article “How

an Ombudsman Works” by Samiran

Bhattacharya (IRDA Journal, April

2003, Page 11 and May 2003, Page 34).

In particular I draw attention to

paragraph three of the middle column

where it is stated that the consumer has

the liberty to move the consumer forum

or civil court in case he is not satisfied

with the award of the Ombudsman.

I may point out that the aforesaid

proposition made by you may not be

sustainable in law as applicable to the

Insurance Ombudsman in light of law

and procedures currently applicable.

You will no doubt recall that in

accordance with procedures prescribed

by the Governing Counsel, every

complainant is required to sign an

arbitration agreement before the

complaint is admitted for consideration

by the office of the Insurance

Ombudsman. The said agreement is

signed with specific reference to the

Insurance Arbitration and Conciliation

Act, 1996. In such a scenario, the award

of the Insurance Ombudsman is an

arbitral award under the provisions of

the Indian Arbitration and Conciliation

Act, 1996. No challenge to such an

award can be made except on limited

grounds enumerated in Section 34 of the

aforesaid Act. It is respectfully

submitted that a civil court and/ or

consumer forum/ commission is not

competent to sit in judgement over the

award of the Insurance Ombudsman

except as laid down in the Arbitration

and Conciliation Act, 1996.

I, therefore, shall request that the

position in this regard may be clarified

since the subject article appeared in the

official journal of the statutory

authority, i.e. the IRDA. I may also add

that the position suggested in the article

may be true in relation to rules

governing financial ombudsman

services of the UK, but it does not have

legal support for functioning of

Insurance Ombudsman in India.

It will be of relevance to note that

civil courts and the consumer forum/

commission in Delhi do not entertain

complaints which have already been

adjudicated upon by the Insurance

Ombudsman. In the light of the law as

prevailing on date I am of the view that

the said approach of the civil courts and/

or consumer forums cannot be faulted.

Your article therefore created a doubt

which should be cleared in the interest

of sound professional practices.

I shall be obliged if you will throw

some light on the above.

The Clarification
to expedite the process of grievance

redressal with low expenditure and

minimum of annoyances.

In the insurance sector the

Ombudsman system was introduced on

lines similar to that of Banking

Ombudsman. The Central Government

in exercise of the powers conferred upon

it by Section 114 (1) of the Insurance

Act, 1938, framed “The Redressal of

Public Grievance Rules 1998,”

(hereinafter referred to as the rules)

which came into effect from the

November 11, 1998.

Consumer has Recourse

The Doubt

Mr. Kohli says: “A civil

court and/ or consumer

forum/ commission is not

competent to sit in

judgement over the award

of the Insurance

Ombudsman, except as

laid down in the

Arbitration and

Conciliation Act, 1996.”
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These rules apply to all the

insurance companies operating in life

and in general insurance business,

unless exempted by the Central

Government (on fulfillment of the

requisite conditions).

The objects of these rules are to

resolve all complaints relating to

settlement of claims on the part of the

insurance company in a cost effective,

efficient and impartial manner.

Currently the Insurance

Ombudsman under the rules is

empowered to deal with only complaints

lodged by an individual by whom or on

whose behalf an insurance policy has

been taken on personal lines – defined

to mean an insurance policy taken or

given in an individual capacity – and

he is empowered to award

compensation to the complainant not

exceeding Rs. 20 lakhs (including ex

gratia and other expenses).

There appears to be some confusion

between the Arbitration and

Conciliation Act, 1996, and the “The

Redressal of the Public Grievance

Rules, 1998.”

Firstly, there is no act called the

“Insurance Arbitration and Conciliation

Act,1996,” to the best of our knowledge.

Secondly, a complainant who knocks

the door of the Ombudsman does so

under the rules and not under the

Arbitration and Conciliation Act, 1996,

(hereinafter referred to as the act).

Hence the question of applicability of

the grounds enumerated in Section 34

of the act does not arise.

The Insurance Ombudsman, under

Rule 12 of the rules has been

empowered to receive and consider the

complaints/ matters enumerated in that

rule. Further, the decision of the

Ombudsman, as to whether the

complaint is fit and proper for being

considered by it or not, has been made

final by Rule 12(3) of the rules, and Rule

13 specifies the manner in which the

complaint has to be made to the

Ombudsman.

With reference to Para 3 of the

article referred to in the letter above, it

is clarified that there are two ways in

which a grievance may be dealt with by

the Insurance Ombudsman under the

present rules.

First, when the complainant and the

insurer request the Ombudsman in

writing to mediate and settle the

complaint. In such a case the

Ombudsman makes a recommendation

not later than one month from the

date of receipt of the complaint and

if the complainant accepts the

recommendation he will communicate

to the Ombudsman his acceptance in

writing within 15 days of the receipt of

the recommendation. The Ombudsman

sends a copy of the recommendation

along with the acceptance letter to the

insurer, who shall comply with the

terms of the recommendations not later

than 15 days of the receipt of such

recommendation and shall also inform

the Ombudsman of its compliance.

Where the complaint is not settled by

agreement under Rule 15, the

Ombudsman shall pass an award

which he thinks fair in the facts and

circumstances of a claim under Rule 16

of the rules. A copy of the award is sent

to the complainant and the insurer.

The complainant shall furnish to

the insurer within one month from the

date of the receipt of the award, a letter

of acceptance that the award is in full

and final settlement of his claim.

The insurer shall comply with the

award within 15 days of the receipt of

the acceptance and also send its

compliance to the Ombudsman.

Rule 17 of the rules deal with the

consequence of the non-acceptance of

the award by the complainant and

clearly states that the insurance

company may not implement the award

if the complainant does not intimate

the acceptance of the same.

Readers would thus appreciate that

the individual complainant may choose

to get his grievance redressed by the

Insurance Ombudsman system which

is an alternative dispute resolution

mechanism evolved with a view to

redress grievances efficiently and

speedily, since the individual may not

be in a position to fight long legal

battles against the insurance company.

An individual having a grievance

thus continues to have the option to

approach the Consumer Courts under

the Consumer Protection Act, 1986, or

to file a suit before the civil court under

the Civil Procedure Code, either

directly to get his grievance redressed

or when the recommendation or

award of the Ombudsman is not

acceptable to him.

An individual can

approach the Consumer

Courts under the

Consumer Protection Act,

1986, or file a suit before

the civil court under the

Civil Procedure Code

either directly or when the

recommendation or award

of the Ombudsman is not

acceptable to him.

IRDA_July2k3_03070002.pmd 04/07/2003, 7:04 PRAGATI11

~-------

* 



END USER

irda Journal, July 2003
12

Know Thyself!
The IRDA has been planning initiatives to rectify the near total lack of data and real time information in two critical areas of insurance and, in fact, in the
Indian society, namely health and road accidents.

The need for a Health insurance data warehouse stems from the fact that no reliable data or information is available in India on this subject. Whether
individual health history or morbidity patterns across the populace, very little information is collected, analysed and made public.

The plan is to pool data related to incidence of diseases geographically and in terms of socio-economic classes. Also required is a mapping of diagnostic,
treatment and drug regimens and their availability and pricing across the country. Using this information, the patterns of morbidity and mortality can be
traced, and the market, in terms of insurance pricing and medical facilities, will then adjust itself to the needs as revealed by the analysed data.

The other project has to do with Motor insurance and road and vehicle safety. India, with a relatively small vehicle population leads the world in road
fatalities. On the other hand the general insurance industry here has been crying hoarse that its losses in this class of business, which brings in close to
40 per cent of its Rs. 14,000 crores plus premiums, have been destroying gains from other classes of business. At the same time it does not have the
data to prove its case conclusively.

The plan of the IRDA is to collect and analyse data on road accidents and Motor insurance from various stakeholders like the general insurance
companies, police, road transport authorities, vehicle manufacturers, vehicle financiers, hospitals, courts and so on for use by the very same stakeholders
to make our roads a safer place.

There is also a plan to test various vehicles for their overall safety and correlate their performance on the roads with the results of scientific testing.

Here are overviews of the plans and what they envisage. We present them here to get the opinions and comments of readers on their utility and value,
and to create a public debate on these projects before the specifics are crystallised.

Please also send us your comments and suggestions on any aspect of the project and issues including the actual data that is proposed to be collected,
how to collect it and make use of it. All possible areas of concern, whether they be of the security of the data, confidentiality and privacy, and the
sustainability of the project, also need to be debated in public and addressed as we work towards the implementation of these common user facilities.

Write to us at the following address:

The Editor, IRDA Journal, Insurance Regulatory and Development Authority

5-9-58/B, Fateh Maidan Road, Basheer Bagh, Parisrama Bhavanam, Hyderabad - 500 004, or e-mail us at irdajournal@irdaonline.org

Current medical practice does not

insist on a system of medical record

keeping. Perhaps this is because of

health per se being in the Government’s

domain and also the limited usage of

Health insurance by the masses

hitherto.

With the increasing popularity of

Health insurance in the country as also

diminishing healthcare spending by the

Government, the need for organisation

of healthcare informatics is of

paramount importance as it will have

a major impact on the cost and quality

of healthcare to be delivered under

private Health insurance by exhibiting

demonstrable cost savings and

efficiency.

The emphasis of the Medical data

warehouse, therefore, shall primarily be

on collecting and storing centrally,

patient information and information on

drugs, their prices, treatment regimens,

their costs in different geographical

areas and in different categories of

medical facilities and so on. The data

will be stored for retrieval by the patient

or his or her doctor anytime and

anywhere and the consolidated and

analysed data will find multiple uses in

medical and sociological research and

will help shape medical facilities to suit

the morbidity trends that are revealed.

 Medical records are required for

historical purposes. They are also

needed for communication among

providers who will use them for

anticipating future health problems,

recording standard preventive

measures, identifying deviations from

the expected, as legal record and for

forming the basis for clinical research.

Records are kept by doctors, nurses,

hospital offices and paramedical staff.

The forms of clinical data that can be

collected are numerical measurements

or narrative text.

The former includes lab data,

bedside measurements, diagnostic

outputs like electro cardio grams (ECG),

X-rays, MRI and ultrasound, discrete

data like family history, patient’s

medical history, current complaint,

symptoms and signs, physical

examination, and medications. The

latter would include doctor’s and nurse’s

notes, discharge summaries and

referring letters.

The database will have identifying

information like name, age, sex, race,

religion and insurance information, the

patients’ profile including occupation,

education, marital status, children,

hobbies, worries, moods, sleep patterns

and habits, medical history, chief

complaints, history of present illness,

past medical history, review of systems,

family history, medications, physical

examination, laboratory data and

physiological tests.

Medical Informatics
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Taking care of confidentiality and

privacy issues, consolidated data from

these records would be used by several

parties like healthcare providers,

managements of hospitals, insurers,

government policymakers, legislators,

lawyers, healthcare researchers, clinical

investigators, health sciences journalists

and editors, patients and their families.

Many institutions would also use

consolidated data and research findings

that flow from these records. They

include public health departments, peer

review organisations, quality assurance

companies, risk management

companies, employers, registries, health

data organisations, healthcare

technology developers and

manufacturers, research centres,

medical, nursing and public health

schools, and policymakers in the central,

state, and local government agencies.

The data can be used by hospitals,

for instance, for proof of identity and

verification of billing, to ensure

continuity of care, describe diseases and

causes and support decision-making

about diagnoses and prescriptions.

The primary use of the data would

be to assess and manage risk, facilitate

care via clinical practice besides evolving

guidelines to document patient risk

factors, assess and document patient

expectations and satisfaction, generate

care plans, determine preventive advice,

remind clinicians, support nursing care

and to document services provided. From

the patient care management

perspective it helps to analyse the

document case mix, establish severity of

illness, formulate practice guidelines,

manage risk, characterise use of services,

identify the basis for utilisation review

and perform quality assurance.

It also helps to allocate resources,

analyse trends and develop forecasts. In

terms of procedures it helps billing and

reimbursement, submitting insurance

claims, adjudicating insurance claims,

determining disabilities, managing and

reporting costs and performing actuarial

analysis.

The secondary uses of the data is in

the areas of education, where it helps in

documenting professional healthcare

experience, preparing conferences and

presentations and teaching students. In

the area of regulation it serves as

evidence in litigation, fostering post-

marketing surveillance, assessing

compliance with standards,

accreditation of professionals and

hospitals and comparing healthcare

organisations.

In policy formulation and research,

it is useful for allocating resources,

conducting strategic planning,

monitoring public health, developing

new products and planning marketing

strategy, conducting clinical research,

assessing technology, studying patient

outcomes and the effectiveness and cost

effectiveness of care, identifying

populations at risk, developing registries

and databases and assessing the cost-

effectiveness of record systems.

The data – from multiple sources –

will be collected and stored with uniform

coding and in standardised formats. This

standardisation and coding will make

retrieval easy while interpretation and

understanding trends will become

simpler. It will also make feasible

transferability of information among

specialties and sites with relevant

literature and with other registries and

will facilitate e-billing. Patients will be

able to access their records at any

location while their confidentiality is

fully protected.

This project envisages bringing

together data from various agencies

involved in the management of road

accidents or funding the losses thereof.

The Motor insurance business

brings in the most premium and

accounts for the largest part of claims

payouts in the non-life insurance in

India. The premiums are dictated by

The India Motor Tariff, the credible and

socially acceptable revision upwards of

which depends on reliable statistics

about losses due to motor accidents and

claims payouts which will establish the

need for it and help estimate the

quantum of increases.

Road and Vehicle Safety

Today, the industry has no

organised data to base the arguments

for its case on.

Also, one class of Motor insurance

customer is subsidising the other and

premiums are set only by broad criteria

like the cubic capacity of the vehicle and

the zone in which it is used and are not

matched to the actual risk profile of the

owner /user which is not mapped in any

detail.

There is a dire need for proper data

collection and analysis for the general

insurance industry in order to establish

the profitability and profile of its Motor

insurance business.

 This activity will acquire greater

value if it is done, not on a company to

company basis, but on a nationwide

basis. It would then become an

instrument for loss minimisation which

will in the long run bring benefits back

to the insurance industry in the form of

lower losses and better profitability.

This in turn will bring benefits to

the consumers of the industry in the

form of lower premiums and better

products.

India of course, can do with less road

accidents, injuries and deaths, and the

socio-economic effects of these on

individuals and the society.
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We, as a society have low loss

awareness and poorly developed

systems of operations and enforcement

for traffic, road and vehicle safety. This

is reflected in the fact that India has

the highest number of road accident

fatalities in the world though our

vehicle population is nowhere near the

top. In addition, we are very badly

equipped for disaster management

including even the very basic rescue

operations related to road accidents

within cities, let alone highways.

We have no information or control

over how many of the purchased

vehicles are registered (20 per cent is

one newspaper estimate) or how many

registered vehicles are insured (40 per

cent is one insurance industry

estimate), though Third Party liability

insurance is mandatory under the law.

Further questions that emerge are: who

owns, runs and operates these vehicles,

how to track stolen or lost vehicles, how

to identify offenders in accident cases

and so on. And we are in an

uncomfortable situation where we do

not have clear facts on these.

The idea is to collect all this

information and make it available to

stakeholders, including the public, from

a single point after appropriate

processing and value addition by way

of research, surveys, analyses and

recommendations.

The most important stakeholder

section – the insurance industry – will

get aggregate data and also information

mined to the detailed levels they want

and need in areas that could form the

basis for fine risk profiling of their

customers.

These could include health of the

driver, financial condition of the owner

(pointing to moral hazard), usage

patterns of vehicles, accident and claims

patterns, trends in garage /surveyor

workings.

The project will have vehicle

manufacturers as stakeholders as well

and so will track spare parts

availability, pricing and quality across

makes to enable insurers to procure the

best and the cheapest parts and service

in their process of settling the claim and

delivering back to the customer a

repaired vehicle.

To sum up, the motor data unit will

collect, mine, analyse, warehouse,

research and disseminate/ sell/ publish

data and information related to motor

vehicles, their safety, road safety and

accidents in India.

The data that is proposed to be

collected will relate to

■ Vehicles: Their ownership and

operation, their insurance and

financing information and road

accidents

■ Owners: Age, health and personal

profile of the owners, ownership

patterns, financial situation,

lifestyle, geographical location and

the like, likely usage pattern of the

vehicle (long trips, teenaged children

driving, frequency of usage),

maintenance profile

■ Operators: Licence status, age,

health and personal profile, lifestyle

(alcoholism)

■ Licensing authority: Profiles of

licence holders

■ Registering authority: Profiles of

vehicle owners

■ Law enforcement

Traffic police: Information on road

accidents on a real-time basis and

follow-up information about the

progress of the cases and their

conclusion

Crime police: Information on stolen

vehicles

■ Vehicle financiers : Information on

borrowers

■ Vehicle manufacturers: Database

of vehicles manufactured and

mapping of their sales geographically.

Information on spares and services.

■ Emergency rooms of hospitals:

The kinds and severity of injuries

and trauma in different kinds of

accidents (head on collision,

overturning) and under different

circumstances (two-wheeler rider

with or without a helmet, seat-belt

usage, driving under the influence

of alcohol or drugs)

■ Emergency services: ambulance

services, blood banks and so on

This project can also evolve into a

clearing house for real-time

information on road accidents. Any of

the stakeholders can input accident

information on a real-time basis and it

will be made available to information

seekers from among the stakeholders

aimed at helping quick rescue of and

remedy to the injured and information

to the next of kin/ various authorities.

This will benefit various sections of

the society in the following ways:

Insurance companies: This data

will help them in rate-making,

fashioning new and better products due

to a better fix on profitability. The real

time information will trigger off

improvements in other services and

activities that will lead to loss

minimisation.

Police: The database will help

them locate all necessary details

regarding a vehicle within seconds

when an accident happens or an offence

is committed. It will set the police off

on their work faster and help them

close cases faster and help them bring

relief to the victims and inform and

pursue other formalities with the next

of kin quickly and efficiently as the time

and friction for getting basic information

is almost completely wiped out.

Road Transport Authorities:

There is a gap between vehicles sold

and those registered and, given that,

the first thing that the RTAs get

from this project is a chance to plug

revenue losses! They can also track

annual tax payments and pursue legal

formalities in cases of accidents,

abandonment, theft or pollution

checking, re-registration and fitness
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testing. Networking the entire nation

will help them sort out issues relating

to migrating vehicles and tax issues

involved in those cases.

Hospitals: Real-time information on

accidents will help them gear up

emergency room facilities. Trends

emerging from the data they provide and

their aggregation nationwide are likely

to pave the way for better equipped and

better focused emergency ward

infrastructure, staffing and operations

fitting local and regional requirement in

terms of the number and types of injuries

they are likely to keep facing.

Vehicle Financiers: Vehicles

involved in accidents, and stolen or

supposedly stolen vehicles, are likely to

become bad loans for financiers.

Reliable and on-time information on

these and a higher likelihood of such

cases being solved and solved quickly

will translate into direct loss

minimisation for financiers.

Vehicle Manufacturers: Accident,

road safety and vehicle usage and safety

information from the analysed data will

be inputs for developing and

implementing higher safety standards.

In the future, product and public

liability are going to be areas fraught

with high risk for manufacturers of any

kind, and specially of vehicles.

Management of this risk would require

inputs that could be enabled and

triggered by the findings of an industry

neutral body.

Vehicle owners and insureds:

will get better Motor premium rates

suited to their risk profile since this

project will help their records to be

captured accurately and hence arbitrary

rates like those relating only to the cubic

capacity of the engine can become a

thing of the past.

Vehicle safety research and

testing

This part of the initiative will work

on research projects based on field data

pertaining to vehicle safety.

Some of the early priority topics in

this area include pedestrian safety, two-

wheeler safety, helmet usage and its

impact on road safety, mobile phone

Send your articles to: Editor, IRDA Journal, Insurance Regulatory and Development Authority,
Parisrama Bhavanam, III Floor, 5-9-58/B, Basheer Bagh, Hyderabad 500 004 or e-mail us at irdajournal@irdaonline.org

AND BAD
We welcome consumer experiences.
Tell us about the good and the bad you have gone through and your suggestions. Your insights are valuable to the
industry. Help us see where we are going.

GOOD

Part II of Know your Regulation-

Protection of Policyholders’

Interest Regulation will be carried
in next issue.

usage, road design, commercial driver

fatigue and alcohol usage, age, seat-belt

usage, traffic management and so on.

Some technical facilities would be

needed for this work like equipment for

testing vehicle safety and design but a

lot of desk research would also be

included.

Test equipment will enable dual-

purpose research to be undertaken that

would equally be of interest to

consumers. For example, performance

testing of vehicle lamps offers benefits

to safety research (sufficient power,

resistance to premature failure etc.) and

also to consumer organisations’

publications providing value-for-money

buying advice.
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Reviewing the Report
With due respect to the Hon’ble Justice

Rangarajan and other respected

members of the Committee (the

Committee on Detariffing of Own

Damage constituted by the IRDA in

October, 2002, headed by Justice T. N.

C. Rangarajan), I must say that I am

rather appalled and disappointed to

read the report. It appears to be based

on incorrect assumptions and dubious

logic. To my mind, its reasoning is

misconceived and conclusions are

misplaced.

The report has been divided into two

parts. The first part deals with some

issues pertaining to Third Party (TP)

liability. The report, inter alia, has stated

that “the argument that TP liability

cannot be unlimited with fixed tariff is

sound and that only remedy is to

statutorily limit the guarantee provided

by the compulsory insurance and leave it

to the parties to have separate insurance

of unlimited liability at market pricing.”

The aforesaid propositions are based

on the hypothesis that existing TP

premium rates and TP claims costs are

already high in India, and therefore,

there is no need to improve the TP

premium rates and that we must find

ways and means to reduce TP claims by

prescribing a statutory limit of liability

as in the case of rail and/ or air accidents.

The premises on which these

propositions have been based are far

from the truth. The truth is that both

TP and Own Damage (OD) premium

rates in India are among the lowest in

the world. Nowhere else in the world

are premium rates so abysmally low as

in India. The average rate for a

comprehensive cover for a four-wheeler,

including cover for the so-called

unlimited TP liability and OD, works out

to approximately 3.5 per cent of the value

of the vehicle. This is without taking into

account the No Claim Bonus (NCB)

which an insured can earn and which can

go up to 50 per cent of the gross premium.

Worldwide, the premiums for

comprehensive cover of motor cars are

at varying rates, six per cent onwards.

K.N. Bhandari
Only in a few underdeveloped countries

where per capita income and vehicle

population are rather low, the premium

rates are around five per cent of the

Insured Value. Why quarantine the TP

premium? There is absolutely no case

to warrant this.

The other proposition that TP claims

costs in India are already high and need

to be brought down is also belied by facts.

The fact is that the cost of human life

lost on account of a road accident in India

is also one of the lowest in the world.

According to published data, the average

cost of all TP claims in India does not

exceed Rs. 1 lakh. This includes interest

liability for delayed payouts. The average

cost per claim as above has been worked

out both for injury and disablement and

also fatal claims.

In the absence of hard data, a

sample survey has revealed that of all

TP claims reported to the insurers,

nearly 70 per cent are injury cases

where the average per claim cost is less

than Rs. 50,000. For fatal cases, the

liability per claim provided for, by

insurance companies in their books, will

not exceed Rs. 4 lakhs, including the

component of interest. The reality is

that a compensation of Rs. 4 lakhs

payable to the dependents of a bread

winner who has lost his life in a road

accident is grossly inadequate and not

high at all. With today’s negative rates

of return, a family of five can barely

survive on the income from an

investment of Rs. 4 lakhs.

Thus, there is no case to limit the

liability on claims merely because the

owners of the vehicle are unwilling to

pay higher rates of premium. Why

protect the vehicle owners at the cost of

road accident victims? Those who own

and use vehicles can certainly afford to

pay a few hundred rupees more to

compensate the unfortunate victims of

road accidents.

What is this myth of unlimited

liability in the context of published data

of the insurers, on which the honourable

members of the Committee have dwelt

at length?

While TP liability in respect of

human life is unlimited in law (in case

of property, it is only Rs. 6,000), the fact

is that the Supreme Court, through its

various judgements, has already limited

the liability of the insurers by linking

the compensation payable to the income

of the deceased combined with a

multiplier relevant to his age.

All other considerations, including

the prospective income (in an economy

where the Rupee constantly and

continuously gets devalued on account

of inflation), are not factored in

computing the compensation payable.

And this is rather unique to the legal

system in India that unlimited liability

provided for, in law, becomes limited

through a compensation formula laid

down by the apex court.

It would be grossly unfair and

inequitable to cite a few cases involving

foreigners and non-resident Indians

(NRIs) where high awards were given

on the basis of high income of the

victims to justify a statutory limit on

compensation. What is the per capita

income of Indians compared to US

citizens? What is the average payout

excluding interest to victims of road

accidents in India? Is it not less than

the statutory limit prescribed for

victims of railway accidents? What are

we then trying to achieve by fixing a

statutory limit? Have we seriously

considered the financial and legal

implications of the proposal? I have

reasons to believe that these and many

This is rather unique to

the legal system in India

that unlimited liability

provided for in law,

becomes limited through a

compensation formula laid

down by the apex court.
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other vital issues have not been

addressed by the report.

Here, I must also draw attention to

the provisions of Section 175 of the

Motor Vehicles (MV) Act which debars

any suit or claim by the victims of road

accidents against the insured and/ or

insurer except before the MACT. This

is a unique feature of our MV Act with

perhaps no analogous law anywhere

else. The Committee has argued that

while in the case of rail and/ or air

accidents, the law provides a maximum

compensation payable to the claimants,

why should the MV Act not have similar

provisions.

The laws and regulations relating to

compensation payable to victims of rail

and air accidents do not debar claimants

from seeking remedy under the law of

torts, in addition to the fixed amount

payable. The protection available to

insurers under Section 175, in fact, has

helped them to avoid multiple litigation

and thus has reduced the cost of claims.

I am not sure whether both, the insurers

and insured, are willing and ready to

forego this protection as this provision

cannot coexist with the concept of

limited liability under the MV Act.

As regards the Committee’s

findings and recommendations on OD

claims, it is difficult to understand the

basis and rationale of various

conclusions arrived at. That the OD

claims ratio is favourable and, hence,

the tariffs must be dismantled is rather

strange logic. If so, then why is the

Tariff Advisory Committee (TAC) not

applying the same logic to the Fire

Tariff?

The Indian automobile market is

integrating itself with global markets

and all new and expensive models of

automobiles are flooding Indian roads.

Compared to international rates, even

OD premium rates are lower in India.

The cost of claims in India so far has

been low on account of a variety of

factors, the most important being that

safety norms were sacrificed to save cost

of repairs, making repaired vehicles

more prone to accidents resulting in

higher TP claims. Most of the damaged

parts are recycled with total disregard

for safety requirements. Patch-up

repairing at neighbourhood garages

manned by untrained and unqualified

‘mistrys’ is the order of day.

Instead of reducing OD premiums,

insurers should insist on and promote

safe repairing practices, instead of

unsafe but economical practices. This

would ensure compliance with safety

norms by the repairers and reduce, if

not eliminate, the use of spurious and

recycled components in motor vehicles

to make them safer on roads.

The argument that each portfolio

must stand on its own and there should

not be any cross subsidisation between

OD and TP portfolios also defies logic.

Firstly, cross subsidisation is integral

to non-life insurance business as, even

with the fullest application of actuarial

science, it is impossible to establish an

exact co-relation between premium and

actual claims. Imbalances between the

two are bound to exist and need

constant correction. Moreover, in the

The author is retired CMD, The New

India Assurance Company Limited.

absence of the cushion of cross-subsidy,

no new product can be developed.

Last but not the least, I wish the

Committee had enlightened us as to

whether the detariffing of OD premiums

would result in a reduction of rates or

otherwise, more so in the present state

of the market which is yet to experience

real competition in the Motor business.

I have reasons to believe that detariffing

may lead to increase in premiums, and

if so, the very purpose of detariffing will

be lost.

The Committee should have also

spelt out its recommendations on

detariffing of terms and conditions of

Motor policies. Were the omissions

deliberate? I must congratulate the

Committee for producing this report

without the benefit of any data. It is

indeed a remarkable feat. It is no fault

of the Committee if cynics like me have

failed to persuade themselves to

agree with it.

1. This article makes a mention of

the Committee having finalised its

report without data. Absence of

data, to a large extent, is not the

fault of the Committee, but is due

to the reluctance of insurers, who

apparently have data but do not

wish to part with it, despite some

insurers being members of the

Committee. The Committee has

used the data available with the

TAC and the transport operators.

2. Comparison of rates of insurance

prevalent outside India with

Indian rates is an academic

exercise which does not take note

of underlying circumstances like

safety of vehicles, safety of roads,

capital costs, repair costs etc.

3. The article does point to one

recent development – the

presence of a large variety of

models of vehicles on the road

whose preference seems to be

replacement, not repairs.

4. It is only a passing thought that

limits to compensation have

been fixed with regard to

facilities operated by the State

and no cap exists in other cases.

The Editorial Board wishes to

receive comments on this subject in

the background of the appointment

of a Committee to work out the road

map on detariffing of OD Motor

rates (see page 6). The detariffing

of rates of this class, we

understand, is a precursor to

detariffing of other classes of

business.

EDITOR’S NOTE
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Liable or Not?
D. Varadarajan

For general

i n s u r e r s ,

especially in

the public

sector, the

Motor portfolio

accounts for a

considerable

p e r c e n t a g e

of the total

b u s i n e s s

underwritten.

Notwithstanding rationalisation and

revision of the Motor insurance tariff,

insurers are finding it extremely difficult

to sustain the ever mounting losses in that

portfolio.

This is compounded by the rulings of

the judiciary vis-à-vis their liability under

Motor insurance policies and the futility

of the exclusion clauses as carved out in

the policy documents. Any ruling of the

apex court (whether good, bad or

indifferent – no matter how it is perceived

by the parties concerned) becomes the law

of the land, requiring due compliance.

In the context of Motor insurance

policies, insurers try to avoid their liability

by taking refuge under the provisions of

the Motor Vehicles Act (MVA) or

swimming to the harbour of safety as

couched in the exceptions and exclusions

in the policy documents. It is not unusual

to repudiate a claim, inter alia,  on the

grounds that the vehicle was driven by a

person who was not authorised to drive

or, in other words, that the vehicle was

driven by a person not possessing a valid

driving licence; or on the grounds that the

vehicle was transferred to another without

due intimation to the insurer. There is yet

another basis for refusal, viz., that the

insurer is not liable for paying

compensation to gratuitous passengers of

commercial vehicles.

In this article, the maintainability or

otherwise of the first two grounds is

discussed based on the latest rulings of the

apex court, while the third ground will be

discussed in the next issue.

Fake Licences

 Recently, the apex court in United India

Insurance Co. Ltd. vs Lehru and Others, (

C.A. No. 1959 of 2003, decided on 28-2-2003),

while coming down heavily on the insurer

for repudiation of a Third Party claim on

the technical ground that the driving licence

was fake, held that insurance company was

liable to pay the compensation as they had

failed to prove that the insured had

deliberately committed any breach of any

condition. In this case, the apex court after

examining the anthology of cases decided

by it earlier and reiterating the ratio

precedents, has declared and reaffirmed the

law in this behalf to the effect that even if

the licence was fake, the settled law was

that the insurance company had to first pay

to the claimants and they could then recover

from the owner, if in law they were entitled

to do so.

Way back in 1960, the question before

the apex court in British General Insurance

Co. Ltd. vs Captain ltbar Singh and Others,

1960(1) SCR 168, was whether an

insurance company can take up defences

other than those enumerated in Section

96(2) of the Motor Vehicles Act, 1939. It

may be noted that Section 149 of the Motor

Vehicles Act, 1988, is identical in all

material particulars to Section 96 of the

1939 Act.

It was held that the insurance company

got the right to defend or file an appeal only

by virtue of statute and therefore the right

could only be exercised subject to the

restriction laid down by the statute. It was

held that an insurance company could only

defend itself on grounds enumerated in

Section 96(2) of the Motor Vehicles Act,

1939, and on no other ground. The

Supreme Court held in that case, on an

interpretation of Section 96, including sub-

section (6) thereof, that if the insurance

company was made to pay something

which, under the policy, they were not

bound to pay, they can recover from the

assured. It has also been held that it was

equitable that if a loss has to fall on

someone, then it should fall on the insurer,

as the insurer is carrying on this business.

In Skandia Insurance Co. Ltd. vs

Kokilaben Chandravadan and Others,

(1987) 2 SCC 654, the question for

consideration was whether the insurance

company could avoid liability because the

accident was caused by the cleaner of the

truck who had no licence. The insurance

company relied upon Section 96(2)(b)(ii) of

the 1939 Act. It may be noted that Section

96(2)(b)(ii) of the 1939 Act is identical to

Section 149(2)(a)(ii) of the 1988 Act. The

argument of the insurer to avoid liability

was turned down for the following reasons:

■ On a true interpretation of the relevant

clause which interpretation is at peace

with the conscience of Section 96, the

condition excluding driving by a person

not duly licensed is not absolute and

the promisor is absolved once it is

shown that he has done everything in

his power to keep, honour and fulfill

the promise and he himself is not guilty

of a deliberate breach.

■ Even if it is treated as an absolute

promise, there is substantial

compliance therewith upon an express

or implied mandate being given to the

licensed driver not to allow the vehicle

to be left unattended so that it happens

to be driven by an unlicensed driver.

■ The exclusion clause has to be ‘read

down’ in order that it is not at war the

‘main purpose’ of the provisions enacted

for the protection of victims of accidents

so that the promisor is exculpated when

he does everything in his power to keep

the promise.

The Court held that Section 96(2)(b)(ii)

of the 1939 Act [Section 149(2)(a)(ii) of the

1988 Act] extends immunity to the

insurance company if a breach is

committed of the condition excluding

driving by a named person or persons or

by any person who is not fully licensed, or

by any person who has been disqualified

for holding or obtaining a driving licence

during the period of disqualification.

The expression ‘breach’ is of great

significance. The dictionary meaning of

‘breach’ is ‘infringement or violation of a
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promise or obligation’. It is therefore

abundantly clear that the insurer will have

to establish that the insured is guilty of a

wilful infringement or violation of a

promise that a person who is duly licensed

will have to be in charge of the vehicle.

If the insured is not at all at fault and

has not done anything he should not have

done or is not amiss in any respect how

can it be conscientiously posited that he has

committed a breach? It is only when the

insured himself placed the vehicle in charge

of a person who does not hold a driving

licence that it can be said that he is ‘guilty’

of the breach of the promise that the vehicle

will be driven by the licensed driver.

It must be established by the insurance

company that the breach was on the part

of the insured and that it was the insured

who was guilty of violating the promise or

infringement of the contract. Unless the

insured is at fault and is guilty of a breach,

the insurer cannot escape from the

obligation to indemnify the insured and

successfully contend that he is exonerated

having regard to the fact that the promiser

(the insured) committed a breach of his

promise. Not when some mishap occurs by

some mischance. When the insured has

done everything within his power and has

placed the vehicle in charge of a licensed

driver, with the express or implied mandate

to drive himself it cannot be said that the

insured is guilty of any breach. And it is

only in case of a breach or a violation of the

promise on the part of the insured that the

insurer can hide under the umbrella of the

exclusion clause. [See also Sohan Lal Passi

vs P. Sesh Reddy and Others, (1996) 5 SCC

21; Kashiram Yadav vs Oriental Fire and

General Insurance Co., 1989(4) SCC 128]

In New India Assurance Co. vs Kamla

and Others, 2001(4) SCC 342,the question

was whether by virtue of Section

149(2)(a)(ii) an insurance company could

avoid liability if it is proved that the driving

licence was fake. This Court considered, in

detail, Section 149 of the Motor Vehicles

Act, 1988, and held that the insurer has to

pay to third parties on account of the fact

that a policy of insurance has been issued

in respect of the vehicle. It is held that the

insurer may be entitled to recover such sum

from the insured if the insurer was not

otherwise liable to pay such sum to the

insured by virtue of the contract of

insurance. The question as to whether or

not the insured would be protected if he

had made all enquiries left open. However,

this point has been squarely dealt with in

Skandia’s and Sohan Lal Passi’s case (ibid).

After analysing the aforesaid judicial

precedents, the apex court (in United India

Insurance Co. Ltd.’s case) reiterated the

law and observed that where the owner has

satisfied himself that the driver has a

licence and is driving competently there

would be no breach of Section 149(2)(a)(ii).

The insurance company would not then be

absolved of liability. If it ultimately turns

out that the licence was fake, the insurance

company would continue to remain liable

unless they prove that the owner /insured

was aware of, or had noticed that the licence

was fake and still permitted that person to

drive. More importantly even in such a case

the insurance company would remain liable

to the innocent third party, but it may be

able to recover from the insured.

Transferred Vehicles

This question came to be considered

once again, very recently, by the apex court

in Rikhi Ram and Another vs

Smt. Sukhrania and Others (CA No. 1578

of 1994, decided on 5-2-2003). Earlier, there

was a conflicting view of the High Courts

as regards the question whether the

insurance policy lapses and consequently

the liability of insurer ceases when the

insured vehicle was transferred and no

intimation as prescribed under the Motor

Vehicles Act was given to the insurer.

On an earlier occasion, the apex court

in G. Govindan vs New India Assurance

Co. Ltd. & Others., 1999(3) SCC 754 has

held that since insurance against Third

Party liability is compulsory, and once the

insurance company had undertaken

liability to third party incurred by the

persons specified in the policy, the third

party’s right to recover any amount is not

affected by virtue of the provisions of the

Act or by any condition in the policy.

Concurring with the aforesaid view, the

apex court in Rikhi Ram’s case (ibid) gave

further reasons that the liability of an

insurer does not come to an end even if the

owner of the vehicle does not give any

intimation of transfer to the insurance

company. It observed that that there are

two third parties when a vehicle is

transferred by the owner to a purchaser.

The purchaser is one of the third parties to

the contract and other third party is the

one for whose benefit the vehicle was

insured. So far, the transferee who is the

third party in the contract, cannot get any

personal benefit under the policy unless

there is a compliance of the provisions of

the Act. However, so far as a third party

injured or victim is concerned, he can

enforce liability undertaken by the insurer.

Accordingly, it held that, that whenever a

vehicle which is covered by the insurance

policy is transferred to a transferee, the

liability of insurer does not cease so far as

the third party /victim is concerned, even

if the owner or purchaser does not give any

intimation as required under the provisions

of the Act.

The author is a delhi-based Advocate and

an insurance and corporate laws Counsel.

He is a Member of the Insurance Advisory

Committee of the IRDA. He has served as

a Member of Justice T.N.C. Rangarajan

Committee and has been nominated as a

Member of the Group constituted by the

IRDA under the Chairmanship of

Mr. S.V. Mony to suggest the road map

for detariffing the OD portion of motor

insurance premium. He can be reached at

dvarada@hotmail.com.

Insurers try to avoid their

liability by taking refuge

under the provisions of the

Motor Vehicles Act (MVA)

or in the exceptions and

exclusions in the policy

documents.
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Marketology!
Apparao Machiraju

Facts are stubborn things. And the fact

is that industry marketers experience

increasing competition just about every

day. What once worked well for so many

on the marketing front just doesn’t seem

to be working that well any more.

Prospective buyers of insurance

products and services are increasingly

becoming targets for information-based

communications and sophistication, at

times leading even to skepticism.

Time, more than ever, has become

an obstacle. In our first changing

society, driven by continual

technological arrangements, marketing

methodologies that attract prospects’

interest should be our immediate

concern.

The life blood of the insurance

business – the intermediaries who

represent the companies – don’t have

the time. They are in the trenches every

day. They are so busy attempting to

make a living that every second counts.

The irony within their situation is that

all their actions, which of course must

lead to continuing sales, often put them

further and further behind in their daily

quest to survive and prosper. This is

because many of them are simply not

equipped to function in the faster, more

efficient way that current times

demand.

There must be a better, quicker, way

for these marketers to serve their

clients, prospects, and the insurers they

represent. The answer is linked to

technology. Technology is something

many of them simply don’t seem to have

the time to keep up with, though they

should.

Marketers (agents, brokers etc) can

do themselves, their clients, prospects

and the insurers they represent, a huge

favour by looking into electronic

marketing tools like laptop

computers and CD-ROM

presentations. Insurers should be

encouraging this methodology,

both for their survival and the

survival of their producers. To do

otherwise is to invite disaster.

These marketing tools can help

salespersons shorten the sales

process cycle.

What also must be considered

is that a growing number of

clients and prospects in certain

segments of the market place are

very up-to-date on the

technological front. Many of them use

various electronic media. They

naturally expect not only their

insurance companies but their

representatives to be doing the same.

If they are not, the odds are great that

sooner or later many of those clients will

go elsewhere – probably to producers

who more accurately reflect their (the

client’s) tools of technology.

If the ‘medium’ is the message, as

Canadian communication expert and

philosopher, Marshall Macluhan, said,

then it is reasonable to conclude that,

in similar fashion, the process is the

product. In the context of the insurance

industry, the distribution experience is

what consumer may really value.

It is frequently bandied about that

the ‘value addition’ provided by

producers is the advice they give – so

much so, insurance intermediaries

prefer to call themselves ‘advisors’. The

‘advice’ has literally become a product

for sale – the process has become the

product.

Driven by e-commerce, a

fundamental and far reaching change

is taking place in professional selling.

The sales person who is emerging may

well be known as ‘customer evangelist.’

Apple computer and other companies

employ ‘evangelists’ as enthusiastic and

representatives of the customer’s best

interests. If we take that concept

further, customers will enjoy the

benefits of doing business with new

types of sales representatives.

Like it or not, the type of selling so

vigorously defended is quickly

disappearing. At the same time, there

is a new opportunity for a different type

of selling derived from e-commerce.  We

call this person a ‘customer evangelist,’

the enthusiastic, supportive advocate

representing the customer’s interests.

While the rhetoric of sales meetings

have long attempted to foster the belief

Technology does not have
to be impersonal.

The combination of

technology and trained

manpower could be

incredibly powerful.

And that is

“Marketology.”
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Mapping the Nervous System
Anup K. Mathur Information Technology in Insurance

Intense competition

together with rising

business acquisition

costs and shrinking

operating margins

is driving insurers

to invest in

i n f o r m a t i o n

technology to

i n c r e a s e

profitability, reduce

costs and target operational efficiency.

 The focus of the new companies is on

revenue generation, growth through

geographical expansion, customer

acquisition and a need to capture a sizeable

market share in the shortest possible time.

Simultaneously, they are grappling with

the issues of expansion, innovation and

differentiation in products and services,

knowledge dissemination and

management, target marketing,

developing alternate channels,

strengthening the existing channels,

maintaining underwriting discipline and

implementing an effective service delivery

model while optimising costs.

Existing companies are experiencing a

different set of challenges like retaining

profitable customers, improving

underwriting and operational profitability,

simplifying and automating business

processes, optimising distribution

channels, creating positive delivery

experience, innovating products and

reducing costs/expenses.

Technology works as a business

enabler, assisting companies in freeing

insurance marketing people and producers

from cumbersome, time-consuming,

paperwork and allowing them to focus on

building and maintaining customer

relationships and procuring business.

Technology – enabling business

Technology addresses the needs of an

insurance enterprise in the rapidly

changing market. It is primarily aimed at

sustaining distribution effectiveness,

helping in acquiring and retaining

customers, maintaining underwriting

discipline, controlling expenses, managing

claims, providing customer service,

processing efficiency, connecting business

to intermediaries, consumers, service

providers and providing flexibility of

choice, convenience, and delivery in real

time to different entities. Investment in

information technology (IT) is strategically

targeted towards providing greater value

to customers, distributors, producers,

partners, intermediaries, third party

service providers and employees. Value,

that creates real competitive advantages.

IT applications can be broadly classified

into two categories – operational and

analytical systems. An operational

application such as policy administration,

financial accounting or claims processing

provides support to employees in their

everyday business activity and improves

their productivity. An analytical application

like data mining helps knowledge workers

(executives, managers, analysts and

actuaries) make faster and better decisions

through decision support systems.

Developments in technology

Traditionally, applications written in

COBOL were ported on mainframe

systems. The PC revolution changed all

that as many platforms, operating systems,

applications, middleware, and other

peripherals appeared, confusing

everybody!

Developments in technology created a

chaotic mix of PC, PC-LAN, minicomputer

and mainframe systems, all using different

hardware, operating software and

applications software.

Insurers elsewhere in the world are

using systems that are 25-30 years old and

are experiencing issues like integration of

legacy and disparate systems with

e- commerce applications that are difficult,

expensive and time consuming. IT systems

and applications in the insurance industry

were designed on specific lines of business

and gradually developed into parallel

systems functioning separately without

much interaction between them.

Communication between multiple systems

and applications required integration.

Proprietary software created a dependency

on the vendor that designed it.

Insurers are now undertaking re-

engineering studies to either refit or

redesign their slow, difficult-to-use,

archaic, COBOL-coded mainframe

systems. Some are even considering

outsourcing IT activities. Insurers realise

the need to align the technology with the

field force with an ultimate aim to acquire,

develop, retain the producers, distributors

and improve customer satisfaction. Web

enablement of insurance applications was

a strategic requirement to reduce business

acquisition costs, underwriting costs and

claim processing costs and to make

meaningful use of data.

Further developments saw networked

PCs working on LAN (Local Area Networks)

and WAN (Wide Area Networks)

dominating the financial services landscape

largely due to the need of providing

capabilities to the field force at the point of

sale, reduce multiple data entry and reduce

costs. Applications running on these systems

perform a wide variety of risk management

and insurance functions (risk control and

risk financing) with impressive technical

capabilities, such as electronic data

interchange, expert systems in predicting

case reserves, and detailed policy registers

using optical character recognition scanning

technology.

Consequently, companies started using

different applications on different

technology platforms and different

architectures. There was no industry

standard interface; no standard application;

no standard quote system; no standard

proposal system and so on. This led to a need

for automated exchange of data between

processes. Development of common

technology protocol XML (Extensible

Markup Language) is now enabling transfer

of data and information among various

constituents in financial services. XML is a

representation of data defined in a standard

way that allows disparate systems and

databases to communicate and exchange

data with each other and with third parties.

XML was developed by W3C (World Wide

Currently, the processing

environment is extremely

time-intensive, paper

dependent, costly and

error prone. Data entry is

required in multiple steps

and multiple forms.
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Web Consortium) and no single vendor owns

it. Software majors provide support to XML.

Indian scenario

Investments have been made by each

player in new proprietary systems to support

the insurance value chain for their

operations. Indian insurers are in an

advantageous position as they can learn from

their counterparts and incorporate suitable

changes in the technology and the processes.

Typically, technology implementation

is carried out in multiple stages as is

evident from the diagram. (See below).

complex and needs to be harnessed for

making informed decisions achieving

operational efficiency. Gradually, an

insurance enterprise moves up in hierarchy

to outsource various process related

activities that support the business and

focuses its energies on core business areas

in Underwriting, Claims, Reinsurance,

Finance and Asset Management.

Currently, the processing environment

is extremely time-intensive, paper

dependent, costly and error prone. Data

entry is required in multiple steps and

multiple forms. Paper applications/

proposals are frequently inaccurate,

groups, worksite groups, auto dealers,

mutual fund dealers and personal advisors

such as accountants, lawyers, and tax

planners together with growing customer

expectations is fuelling the challenges faced

by the insurers.

The evolution of non-traditional and

hybrid channels of distribution requires

companies to constantly upgrade and

integrate their applications with other

systems. The advent of brokers and

multiple intermediaries in India will lead

to another issue of time-consuming exercise

of sending requests for quotes/ proposals

to multiple insurers/ brokers.

IT supports an insurance enterprise in

measuring effectiveness of distribution

channels, developing front-end capability

for collection of error-free and consistent

customer data across customer contact

points, identifying profitable customers for

cross selling, tracking and routing leads,

forecasting revenue and disseminating

information, thereby increasing efficiency

in sales.

 Channel Management

The emerging marketing and sales

models characterised by proliferation of

distribution channels, with multi-

disciplinary practices, shortened

distribution chain, fee-based advisors, and

convergence of financial services, is

affecting the relationships of the producers

with insurers. Licensing, training,

marketing and education events are being

integrated into the value chain to support

the 360-degree relationship bonds between

consumer and agent, agency and insurers,

and insurers and advisor and so on.

Providing technology support for the

emerging value chain is increasing the

complexity and costs for each insurer.

Agency management systems, call

centres, computer telephony interface, point

of sales systems, portals, knowledge

management applications, wealth

management, remote access and mobile

computing support the distribution agencies

by providing timely information on products,

customers and market. The channels of

customer interaction have expanded from

face-to-face or phone contact to include

automated telephony systems, the web, fax,

e-mail, and even wireless devices and voice

over internet protocol (VOIP).

Insurers in the first stage of IT

initiatives invest mostly in back office

administration systems, i.e., core insurance

applications catering to underwriting,

policy administration, claims, financial

accounting etc. Investment is also made in

front-office sales and service technology,

primarily to capture a market share and

build the brand by enabling faster and

simplified customer service. Agents,

agencies, brokers, banks, insurers, service

providers and other intermediaries want

to maintain a unique and effective presence

at point-of-sale and service.

Multiple systems are installed to cater

to different business requirements. These

systems generate information that is

incomplete or illegible. Manual data entry

of such applications is time consuming and

spawns more errors. Multiple systems

generate complex information on different

components of the business.

Let us examine how technology impacts

various components of the insurance

business.

Marketing and Sales

Evolving market dynamics due to

convergence of financial services, telecom

and the IT industries, distribution of

insurance products and services through

diverse distribution channels like captive

agents, independent brokers, banks,

investment dealers, employers, affinity

• Operational
Systems

• Security
• Data Centre
• Networking

• Call Centre
• Claims

Automation
• BCP & DR
• SFA
• Channel

Technologies

• Workflow & DMS
• On-line Policy

Issuance
• MI Reporting
• Mobile & Wireless

Computing

• BI & DW
• Data mining
• CRM
• KM
• Actuarial & Rating

Systems
• Risk Management

• Application
• Maintenance,

Sustenance,
Development &
Management

• IT Infrastructure
Outsourcing

• Application
Outsourcing

• Business Process
Outsourcing

• Total Outsourcing

Optimising costs, Increasing economies of scale and efficiency of processes

Conventional Progressive Evolving

BCP - Business Continuity Planning
DR - Disaster Recovery
DMS - Document Management System
SFA - Sales Force Automation

BI & DW - Business Intelligence & Data Warehouse
CRM - Customer Relationship Management
KM - Knowledge Management
MI - Management Information

Stage 1 Stage 2 Stage 3

Technology Initiatives in an Insurance Enterprise
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However, the response from call centres

has not been too encouraging.

Consequently, there is a growing need to

transform the customer service centres

from mere call centres into “virtual contact

centres” that handle the myriad needs of

the customers from different channels of

contact in an integrated fashion.

Internet and e-business

Evolution of web-based applications

(anywhere, anytime service and support)

has enabled insurers to connect, inform and

communicate with agents, partners,

customers and end-users. Websites and

portals have been designed not only to

provide information about products and

services but are increasingly becoming a

low cost distribution channel. E-business

through the Internet enables and supports

business by facilitating online quotes,

online policy issuance, online bill

presentment and payment, claims

submission, and providing support to

distribution channels by disseminating

knowledge and services. However

e-business is not just about technology.

It is about new models of commerce,

marketing and distribution. The Indian

insurance industry is rapidly gearing up

to catch up with the rest of the financial

services industry to provide secure

electronic transactions over the public/

private network to take care of the

customers who would prefer to use the

electronic delivery system. But, delivering

such solutions requires new skills that are

relatively scarce.

However, as compared to other

financial services like banking or

securities, insurance is traded less

frequently. An insurance product by its

very nature is complex, regulated and

invariably, requires to be sold rather than

purchased. Insurance is not purchased

like FMCG products, fashion apparel or

like a credit card that one can procure

online. A minimal underwriting process

is necessary before a product can be sold.

Customers are required to provide

essential information enabling an

underwriter to assess the risk and price

it. The trend towards purchasing policies

on-line is slower for complex types of

property and casualty, term life, annuities,

universal life and home insurance than

for others.

An insurance transaction normally

happens once in a year as in property and

casualty insurance, except in life insurance,

where a customer may be required to pay

premium at regular intervals. Similarly, an

insurance claim does not happen so often

as compared to trading/ transfer in stocks

or bank deposits. Human interaction is

important to achieve customer satisfaction.

It is estimated that insurers in personal

lines in the US will decrease their expenses

on sales, administration, claims settlement

and claims payment by $ 15 billion or about

12 per cent, and in commercial lines by

about nine per cent of the total expenditure.

It is anticipated that the sales of personal

lines covers in retail side of the business

like Travel, Accident, Health and Auto, in

particular, which are simplified

pre-underwritten products, will expand

rapidly through on-line distribution. This

will reduce distribution costs. Nevertheless,

the inherent nature of the insurance

transaction compels alignment of

technology with human resources. This is

inevitable.

Mobile-computing and Wireless

Field Force

Wireless automation is changing the

face of the field force. Emerging wireless

devices and applications provide faster,

efficient access to information and enables

real-time processing. Sales, marketing,

technical support, customer service, loss

assessors, service providers and other field

staff must have anywhere, anytime access

to corporate data and applications using

any device to compete and win.

The objective is to derive benefits by

providing the information to the field force

when they actually need it, in real-time.

The field force of an insurer must be able

to access corporate data and applications,

wherever they sell, from any device, at any

time. Wireless technologies boost the

performance of the field force as they can

close the deal in one meeting by presenting

to their customers various quotes and

illustrations relying upon the up-to-the-

minute information. Infrastructure and

links among channels need to be built to

reduce response times.

Insurance Processing

IT solutions and robust business

processes together improve the efficiency

of the business processes while maintaining

discipline with accuracy, uniformity,

consistency and efficiency. Insurers require

the core underwriting and claims processes

involving documents and records to be low

cost, highly efficient, swift, scalable and

reliable. The challenge is to streamline the

complex and challenging paper-based

business processes and reduce bottlenecks.

Business processes require support from

technology to reduce costs, reduce

processing time and conduct business

profitably.

Technology-based transaction-centric

solutions like work flow and document

management, rating/ quoting engines,

business rules engine, electronic bill

presentment and payment system,

exception-based processing, content

management, integration with sales force

automation, automation of business

processes, web enablement and digital

signature are poised to optimise insurance

processing and change the way the

insurance business is transacted.

Similarly, claims processing is

supported by technological implementation

of automated claims processing using

workflow and document management

systems right from claim origination,

notification to settlement and with an

ability to compile information from multiple

sources like the customer, service providers,

repairers, lawyers etc. The information is

linked electronically, allowing rapid

processing and provides access to

information to different parties.

The inherent nature of the

insurance transaction

compels alignment of

technology with human

resources. This is

inevitable.
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Strengthening the Backbone
Rumeer Shah

Information

t e c h n o l o g y

(IT) is

fundamentally

c h a n g i n g

i n s u r a n c e

t o d a y .

E x p l o i t i n g

the fact that

insurance can

be delivered

a l m o s t

seamless ly

on-line, innovative marketers are

reaching out through the Internet to sell

directly to customers and attempting to

disintermediate brokers and displace

more traditional competitors.

Customers are, and will be, the primary

force driving e-business strategies of

these companies.

The motivation is the deepening of

relationships with the customers in

order to stay competitive. Cost reduction

is another important factor reflecting a

growing need to use e-business to

streamline internal as well as external

business processes.

The four critically important areas

where insurance companies will need to

integrate IT at all levels are: Point of Sale

(Marketing et al), Customer Relationship

Management (CRM), Claims

Management, and Risk Management

Information System (RMIS). In this

article I wish to focus on CRM, since it

will eventually form a backbone of how

the industry shapes in the future.

Act with lightening speed, access the

best information available – this sums

up the advice, customer service and

distribution system vendors are giving

insurance companies. The pressure is

on to become more customer-centric, to

provide anywhere, anytime service and

to capture the information generated by

these kinds of encounters.

With IT budgets eventually forming

a critical part of most insurers’ business

operations, and with a greater

understanding of where e-commerce fits

into a business strategy, insurers are

in a position to make significant

investments in customer service and

distribution-related technologies,

including call centres, CRM suites,

sales-force automation tools, agency and

new business systems and integration

technologies.

But to go beyond the buzzwords of

customer-focus and customised-

delivery, insurers will need to invest in

technology to help them address several

specific challenges, customer service

and distribution systems vendors agree.

Perhaps most important, companies

have to be able to determine a picture

of individual customer profitability-both

an immediate snapshot as well as what

a longer-term association may look like.

CRM is based on three core

technologies:

■ Data mining, or using the

information that you have collected

in the past.

■ Data warehousing, this involves

storing information in an integrated

database that creates a more

complete picture of the customer.

■ Predictive modelling, which studies

past customer behaviour to

determine future offers.

Teaching company personnel to use

these three technologies will help

insurers to more effectively match

customer needs with appropriate

products.

For both customer service and

distribution purposes, analysing

customer profitability is critical.

Insurance companies need to know how

they are approaching their insureds, and

that includes evaluating interactions as

well as transactions, whether it involves

requesting a quote, making a payment

or having a policy issued.

Furthermore, insurers need systems

– whether web-based or facilitated

through a live sales agent – that

facilitate placing information

immediately into a customer’s hands

through whatever channel a consumer

wants.

Imagine sitting at a home PC, and

being able to have an insurance policy

bound within minutes over the Internet,

or being able to store policy information

electronically and make it available to

anyone with the right authorisation who

needs it. These processes do take time

to evolve and require a lot of computing

power. But with modern machines easily

available at the disposal of the

companies and relatively cheap

manpower available to implement and

run these systems, ignoring them would

be a costly mistake.

Along these lines, insurers will have

to build both infrastructure and links

among channels to help cut down on

response time on claims and other

requests, reducing costs in the process.

Since it is generally less expensive

to cultivate existing customers than to

acquire new ones, it is crucial to view

one’s current customer base in a new

way. It is necessary to discuss the

different ways that we value customers.

All customers are not created equal –

some actually cost money, while others

provide a definite profitability.

Customer value analysis –measuring

the customer’s profitability – provides

valuable information as to which

customers you want to retain, and how

to match resources to customers based

on their value, and will eventually

distinguish the top insurers from the rest

of the pack. Some customers who appear

unprofitable on a single product basis

may be profitable when two or more

products are sold to them.

– IT and Managing Customer Relationships

Companies have to be able

to determine a picture of

individual customer

profitability – both an

immediate snapshot as well

as what a longer-term

association may look like.
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The next Issue Focus is on BANCASSURANCE.
to write about it?
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¨Éé +É<Ç+É®úb÷ÒB Eäò +vªÉIÉ EòÉ {Énù Ê´ÉxÉ©É ¦ÉÉ´É ºÉä vÉÉ®úhÉ Eò®úiÉÉ ½ÚÆþ
iÉlÉÉ ¨Éé +{ÉxÉä ºÉ¨¨ÉÖJÉ =xÉ ÊEòªÉä MÉªÉä EòÉªÉÉç EòÉä {ÉÉiÉÉ ½ÚÆþ VÉÉä <ºÉ
ºÉÆMÉ ö̀xÉ uùÉ®úÉ Ê{ÉUô±Éä EÖòUô ́ É¹ÉÉç ̈ Éå ÊEòªÉä MÉªÉä ½éþ* ̈ ÉèxÉå =ºÉ ºÉÆMÉ ö̀xÉ EòÉ
+vªÉIÉ {Énù OÉ½þhÉ ÊEòªÉÉ ½èþ VÉÉä +{ÉxÉä ¨ÉVÉ¤ÉÚiÉ +ÉvÉÉ®ú, º´ÉiÉÆjÉiÉÉ,
{ÉÉ®únùÌ¶ÉiÉÉ B´ÉÆ +SUäô EòÉªÉÉç Eäò Ê±ÉªÉä VÉÉxÉÉ VÉÉiÉÉ ½èþ* ¨Éä®úÒ EòÉäÊ¶É¶É
®ú½äþMÉÒ ÊEò ºÉÆMÉ ö̀xÉ EòÒ <ºÉ ºÉÉJÉ EòÉä VÉÉä <ºÉxÉä =tÉäMÉ B´ÉÆ ºÉ®úEòÉ®ú
¨Éå |ÉÉ{iÉ EòÒ ½èþ EòÉä +Éè®ú ¦ÉÒ ¨ÉVÉ¤ÉÚiÉÒ |ÉnùÉxÉ EòÒ VÉÉªÉä* ¨Éé ºÉÆMÉ ö̀xÉ Eäò
ºÉ¦ÉÒ ºÉnùºªÉÉå iÉlÉÉ <ºÉ EòÉªÉÇIÉäjÉ Eäò +xÉÖ¦É´ÉÒ ±ÉÉäMÉÉå ºÉä ºÉ½þªÉÉäMÉ iÉlÉÉ
ºÉ¨ÉlÉÇxÉ EòÒ +{ÉäIÉÉ ®úJÉiÉÉ ½ÚÆþ iÉÉÊEò ºÉÆMÉ ö̀xÉ EòÉ +ÉvÉÉ®ú ¨ÉVÉ¤ÉÚiÉ
iÉlÉÉ ºÉÆ®úSÉxÉÉ |É¦ÉÉ´É¶ÉÉ±ÉÒ ½þÉä*

àH$meH$ H$m g§Xoe

ºÉÒ. BºÉ. ®úÉ´É
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½þ¨É ¤ÉiÉÉBÆ...

MÉÖÆSÉÉ +Éè®ú MÉÖ±É ¨Éå ½èþ

¡òEÇò CªÉÉ ?

BEò ¤ÉÉiÉ ½èþ Eò½þÒ

nÚùVÉÒ +xÉEò½þÒ

bmobmo
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(¦ÉÉ®úiÉÒªÉ ¤ÉÒ¨ÉÉ EÆò{ÉÊxÉªÉÉå) EòÉä ªÉ½þ ºÉ¨ÉZÉxÉÉ SÉÉÊ½þªÉä

ÊEò {ÉÖxÉÇºlÉÉ{ÉxÉÉ ±ÉÉ¦É|Énù xÉ½þÒ ½èþ, xÉ Eäò´É±É +{ÉxÉä Ê±ÉªÉä

´É®úxÉÂ OÉÉ½þEò Eäò Ê±ÉªÉä ¦ÉÒ*

¸ÉÒ Ê®úSÉbÇ÷ BSÉ ºÉÚ±ÉäMÉ®ú, +vªÉIÉ,  Ê¨ÉÊ±ÉªÉxÉ b÷Éì±É®ú

®úÉ=Æb÷ ]äõ¤É±É (B¨É+É®úb÷Ò]õÒ) Ê´ÉkÉÒªÉ ºÉä́ ÉÉ

´ªÉ´ÉºÉÉÊªÉªÉÉå EòÉ Ê´É·É´ªÉÉ{ÉÒ BºÉÉäÊºÉªÉä¶ÉxÉ

“ ”pewmee efkeÀ Deye nce Deheves ìsueerefJepeve m¬eÀerve hej 24 Iebìs

osKeles nQ, SkeÀ Deìtì yebOeve nw pees DecesefjkeÀe Deewj FbiueQ[ keÀes

peesæ[lee nw~ nceejer 150 Je<e& mes yeepeej ceW J³eehekeÀ YetefcekeÀe

keÀes osKeles ng³es uee@³e[ SkeÀ yee¿e yeerceekeÀlee& leLee hegveyeeacee kesÀ

ªhe ceW osKee peelee nw~ keÌ³ee JeemleJe ceW nceejs meeLe Ssmee J³eJenej

nesvee ®eeefn³es? keÌ³ee SkeÀ mee J³eJenej meYeer heee|ì³eeW keÀer Òeef¬eÀ³ee

keÀes De®íe vener yevee³esiee~

uee@[& heerìj efueJesve, ®ew³ejcewve, uee@³e[dme Dee@HeÀ uebove

³en yeerceeOeejkeÀ keÀes mebj#eCe osves kesÀ efue³es keÀoce nw~ SkeÀ

peerJeve yeerceekeÀlee& kesÀ efue³es ³en De®íe nesiee efkeÀ Jen keÀce ³ee

v³etvelece ieejbìer ueefyOe Òeoeve keÀjs~ nce ³en efJekeÀuhe Òeoeve

keÀj jnW nQ~

peeheeve kesÀ ÒeOeeveceb$eer Deheves osMe keÀer mebmeo ceW Ssmes efyeue hej

pees yeerceekeÀlee& keÀer ieejbìer osves leLee efiejles ng³es y³eepe oj hej

yeerceeOeejkeÀ keÀes Deheveer efveJesMe hej ueefyOe³eeb megefveef½ele

keÀjsiee~

³en peªjer nw efkeÀ efveJesMe peesefKece keÀes efveJesMekeÀlee& hej

mLeeveebleefjle efkeÀ³ee pee³es keÌ³eeWefkeÀ efveJesMe keÀe JeeleeJejCe keÀeHeÀer

peefìue nes ie³ee nw, y³eepe oj efiej jner nQ leLee efveJesMe kesÀ

meerefcele DeJemej GheueyOe nQ~

Þeer Sme. yeer. ceeLegj, ®es³ejcewve,

Yeejleer³e peerJeve yeercee efveiece

B±É+É<ÇºÉÒ xÉä BEò ªÉÉäVÉxÉÉ {Éä¶É EòÒ ½èþ, ÊVÉºÉEäò +xÉÖºÉÉ®ú ´Éä
<ºÉ ¶ÉÉävÉxÉ IÉ¨ÉiÉÉ Eäò +xÉÖ{ÉÉiÉ EòÉä 31 ¨ÉÉSÉÇ 2004 iÉEò
{ÉÚ®úÉ Eò®ú ±ÉåMÉä* ªÉ½þ BEò iÉEòxÉÒEòÒ +É´É¶ªÉEòiÉÉ ½èþ, ½þ¨É
B±É+É<ÇºÉÒ EòÒ ªÉÉäVÉxÉÉ ºÉä ºÉÆiÉÖ¹]õ ½éþ*

¸ÉÒ ºÉÒ. BºÉ. ®úÉ´É, +vªÉIÉ, +É<Ç+É®úb÷ÒB, ¦ÉÉ®úiÉÒªÉ VÉÒ´ÉxÉ
¤ÉÒ¨ÉÉ ÊxÉMÉ¨É EòÒ 10,000 Eò®úÉäb÷ °ü{ÉªÉä EòÒ ¶ÉÉävÉxÉ-

IÉ¨ÉiÉÉ Eäò ºÉÆ¤ÉÆvÉ ¨Éå*

Hw$N> Vmo bmoJ H$h|Jo

keÀceerMeve kesÀ mebyebOe ces nceves SkeÀ yeele veesefìme keÀer nw Jen nw Demeueer

Fvehegì leLee mener efoMee pees DebMeOeejkeÀeW Üeje efo³ee peevee Lee Deewj

FmeceW efyeuekegÀue mebosn vener nw efkeÀ Kelejs efkeÀ Iebìer yepe jner nw...

mebmLeeDeeW kesÀ efue³es ³en DeJemej nw efJeMes<e ªhe mes efveefOe³eeW keÀe ÒeyebOe

keÀjves SkeÀ ÒekeÀej mes leLee otmejs ÒekeÀej kesÀ efpememes Jes vesle=lJe keÀj

mekeWÀ~ íesìs efveJesMekeÀ... keÀes Òeeslmeeefnle keÀjvee ®eeefn³es Deheves

keÀe³e&efve<heeove keÀer meceer#ee keÀjves kesÀ efue³es leLee kebÀheveer keÀes ®eueeves

kesÀ efue³es efpeveceW Jes efveJesMe keÀjles nQ Deewj GvnW ®eeefn³es efkeÀ GvekesÀ

efJe®eej megves pee³eW~

S®e DeeF& S®e je@³eue keÀceerMevej,

v³ee³eeOeerMe vesefJeueer DeesJesve
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” Òe. Deepe GÐeesie keÀer keÌ³ee efmLeefle nw?

 GÐeesie efJekeÀeme keÀer jen hej nw~ peye ve³eer kebÀheefve³eeW ves

meved 2000 ceW yeepeej ceW keÀoce jKee Lee lees Oeerces

efJekeÀeme keÀer mebYeeJevee J³ekeÌle keÀer pee jner Leer keÌ³eeWefkeÀ

GvnW meeJe&peefvekeÀ #es$e keÀer kebÀheefve³eeW mes keÀæ[er ÒeeflemheOee&

keÀjveer Leer pees henues mes ner cepeyetle nw leLee Gvehej ueesieeW

keÀes efJeéeeme nw~

peerJeve leLee iewj peerJeve yeercee kesÀ #es$e ceW efvepeer kebÀheefve³eeW

ves 2-3 Je<eeX ceW ner ueieYeie 10 ÒeefleMele yeepeej keÀer

efnmmesoejer ues ueer nw, efpemekeÀer Gcceero heeB®e Je<eeX ceW nesves

keÀer Leer~ ve³eer kebÀheefve³eeW ves Dehevee keÀe³e& yeæ[er ner kegÀÍuelee

kesÀ meeLe efkeÀ³ee nw leLee Deheves Fefleneme leLee mebyebOeeW keÀe

hetje hetje Ghe³eesie efkeÀ³ee nw~

Òe. uesefkeÀve meb®eeueve keÀe ueeYe ÒeÍe>> nw Deewj efveJesMe
leLee Dee³e keÀce nw...

mebhetCe& efJeée ceW DeefYeuesKee keÀe ueeYe yengle ner keÀce nw~

Meg× yeercee J³eeheej mes ueeYe meowJe ner eE®elee keÀe efJe<e³e

jne nw, hejbleg efveJesMe kesÀ ueeYe ceW efiejeJeì ves Fmes Deewj

DeefOekeÀ hes®eeroe keÀj efo³ee nw~ Deepe yeepeej leveeJeûemle

ceenewue mes iegpej jne nw~

ieuele ³eespeveeDeeW leLee efveJesMe kesÀ keÀejCe Deepe Yeejle

mes yeenj Deûe yeerceekeÀlee& mecem³ee keÀe meecevee keÀj jns

nQ~

Òe. Deepe Deehe GÐeesie keÀes efkeÀme lejn keÀer veerefle
Deheveeves keÀes keÀnWies?

meeJe&peefvekeÀ #es$e kesÀ yeerceekeÀlee& Del³eefOekeÀ cepeyetle nQ~

GvekesÀ heeme  Del³eefOekeÀ hetbpeer nw~ GvnW efmeHe&À Deheves keÀe³e&

keÀes peesefKece ÒeyebOeve leLee peesefKece cetu³e hej kesÀefvêle

keÀjvee nw~ ³es cenlJehetCe& ®eerpeW Deepe ueghle nQ~ efvepeer #es$e

ves Ssmes mece³e ceW yeepeej ceW keÀoce jKee Lee peye ueeYe keÀer

heefjYee<ee yeoue jner nw~

JeneB hej yeepeeª efmLeefle keÀer hen®eeve nesveer ®eeefn³es~

efJeefve³eecekeÀ keÀer YetefcekeÀe cenlJehetCe& nes peeleer nw leLee

Gmes osKevee neslee nw efkeÀ keÀneR keÀesF& efKeueeæ[er Goemeveer

ceenewue vee yevee ues~

Òe. efJeefve³eecekeÀ keÌ³ee keÀj mekeÀlee nw?

³es meYeer mecem³ee³eW cetu³e kebÀì̂esue keÀes cegkeÌle keÀj kesÀ ner

meguePee³eer pee mekeÀleer nw~

Òe. kebÀheefve³eeB Kego Fme hej meeHeÀ vener nw~ keÌ³ee yeepeej

lew³eej nw, ³ee kebÀheefve³eeB lew³eej nw?

efkeÀmeer lejn nceW FmekesÀ efue³es lew³eej nesvee nw~ ÒeeflemheOee&

leLee ìwefjHeÀ meeLe meeLe vener ®eue mekeÀles~ yeepeej keÀes

mJe³eb ner cetu³e keÀe efveOee&jCe keÀj osKevee nesiee efkeÀ Jen

cetu³e leLee ueeYe ceW  keÀne "njlee nw leLee Gmes ³en meYeer

SkeÀ ³eespevee kesÀ ªhe ceW keÀjvee nesiee~

peerJeve J³eeheej ceW cetu³e efveOee&jCe SkeÀ cegÎe jne nw~

ieejbìer Oeve Jeehemeer ves GvnW cegmeeryeleeW ceW [eue efo³ee nw

efpemekeÀe heefjCeece Deye ³ee lees y³eepe ojeW ceW keÀceer DeLeJee

Glheeo keÀes Jeeheme uesvee nw~ ³eefo y³eepe ojW keÀce nesleer nw

lees GvnW Òeerefce³ece cetu³e yeæ{evee heæ[ mekeÀlee nw~ Jes mJeb³e

keÀes vener ®euee mekeÀles nQ~

FmekeÀe otmeje Ghee³e nw ÒeyebOeve Ke®e& ceW keÀìewleer~ cewveW

DeefOekeÀ keÀce&®eeefj³eeW Jeeues meeJe&peefvekeÀ #es$e kesÀ ³etefveìeW

leLee keÀce keÀce&®eeefj³eeW Jeeues efvepeer #es$e kesÀ ³etefveìeW ceW

ÒeyebOeve Ke®e& keÀer mecem³eeDeeW keÀes ueskeÀj SkeÀ lejn keÀer

ueæ[eF& osKeer nw~

Òe. meeJe&peefvekeÀ #es$e keÀer ÒebyeOeve Ke®e& kesÀ yeejs ceW
kegÀí vener keÀn mekeÀleer nw keÌ³eeWefkeÀ GvekeÀe 80
ÒeefleMele Ke®e& hekeÌkeÀe nw?

ceQ leYeer KegMe nes mekeÀlee ntB peye Jen 80 ÒeefleMele

GveueesieeW hej Ke®e& nes pees J³eeheej ueeles nQ~ hejbleg p³eeoelej

³en ÒeyebOeve hej Ke®e& neslee nw~

Òe. efJeefve³eecekeÀ Fme yeejs ceW keÌ³ee keÀj mekeÀlee nw?

henues yeepeej keÀes Fmes hejKevee nesiee~ ³eefo Ke®eX hekeÌkesÀ

nQ lees GlheeokeÀlee keÀes yeæ{evee nesiee~

JeneB Deueie cegÎs Yeer nw pees yeepeej keÀer #ecelee leLee yeepeej

keÀer j®evee mes pegæ[s nQ~ ³eefo ®eerpeW "erkeÀ vener ®eue jner nQ

lees efJeefve³eecekeÀ keÀes keÀes Deeies DeekeÀj osKevee nesiee keÀer

kewÀmes Gmes "erkeÀ efkeÀ³ee pee mekeÀlee nw~ yengle peuo

efJeefve³eecekeÀ keÀes FmeceW Meeefceue nesvee ner nesiee~

Òe. keÌ³ee ÒebyeOeve Ke®e& leLee Ssmes Dev³e cegÎs kebÀheveer kesÀ
DeebleefjkeÀ veneR nw?

kegÀí Yeer DeebeflejkeÀ vener nw ³eefo Jen GheYeeskeÌlee mes mebyebefOele

nw leLee Jen cetu³e osves kesÀ efue³es yevee³ee ie³ee nw pees efkeÀ

peªjle mes p³eeoe yeæ[e leLee Jeejbìer ceW nw~

Òe. keÌ³ee ®eej iewj peerJeve yeercee keÀe efJeue³e Ke®e& keÀes
keÀce keÀjsiee leLee GvnW yeepeej ceW SkeÀ ve³eer #ecelee
osiee?

efJeue³e cetue mecem³eeDeeW keÀe meceeOeeve vener nw~ ³eneB p³eeoe

peªjer nw efkeÀ mebmLee kesÀ Deboj ner De®íer mebJeeo leLee

meb®eej megefJeOee leLee GmekesÀ keÀejkeÀ keÀes Gpeeiej keÀjvee

nw~ Yeejleer³e peerJeve yeercee efveiece Fmes keÀjves ceW keÀece³eeye

jne nw peyeefkeÀ iewj peerJeve kebÀheefve³eeB ve jn mekeÀer~ meYeer

keÀcheefve³eeW ves SkeÀ efceefÞele mebmke=Àefle keÀes Dehevee³ee nw~ pees

efkeÀ 30 Je<e& hegjeveer nw Deewj Deepe lekeÀ ³en SkeÀªhe ceW

vener Dee³eer nw~

Òe. GÐeesie efkeÀme lejn mJeb³e keÀes cepeyetle keÀj mekeÀlee
nw?

p³eeoe De®íer megefJeOee~ kebÀheefve³eeB Deheves Deehe keÀes yeepeej

ceW jKe mekeÀleer nw peye Jen yeepeej kesÀ Devegmeej, yeepeej

keÀer ceeBie, ve³es GlheeoeW keÀe Glheeove, G®®e mlejer³e megefJeOee

leLee Fve meye mes Thej efveJesMe keÀe lejerkeÀe~ ³eefo Jees Fmes

mJeerkeÀej keÀjles nQ lees Jees GheYeeskeÌlee hej p³eeoe efJeéeeme

keÀe³ece keÀj mekeÀles nQ~

Òe. Deehe ve³eer kebÀheefve³eeW kesÀ efue³es keÀneB ®egveewleer osKe
jns nQ?

Jes meYeer íesìer kebÀheefve³eeB nQ efpevnesveW Dehevee J³eJemee³e

100 keÀjesæ[ ªhe³es keÀer hetBpeer mes Megª efkeÀ³ee nw~ GveceW

mes kegÀí ves Deheves J³eeheej kesÀ yeæ{eves kesÀ efue³es Fmes yeæ{e³ee

Yeer nw Deewj Jees HeÀue-HetÀue Yeer jns nQ~ 6 mes 7 Je<eeX kesÀ

he½eele Jes hetCe&le³eeë efJekeÀefmele nes pee³eWies~ ³en meye efveYe&j

keÀjlee nw efkeÀ J³eeheej kesÀ efue³es Jes efkeÀme lejn keÀer

ceeveefmekeÀlee meeJeOeeveer kesÀ meeLe Deheveeles nw~ keÌ³ee Jes

yeepeej ceW efìkesÀ jnWies ³ee Deheves HebÀ[ kesÀ meeLe efkeÀmeer

Dev³e kesÀ meeLe efJeue³e nesieW...

Òe. JeneB hej hegve&ë yeercee keÀes osMe ceW Deeves keÀes p³eeoe
Òeeslmeenve keÌ³ees vener nw?

Òeerefce³ece ojW osMe ceW SkeÀ meceeve mJeerkeÀej vener nw~ ³en

efmLeefle hegve&ëyeerceekeÀlee&DeeW keÀes KegMeer Òeoeve vener keÀj mekeÀleer

nw~ ³es Jes ueesie nQ pees peesefKece ÒeyebOeve mJeb³e kesÀ efue³es

keÀjles nQ leLee meerOes J³eeheej kesÀ efue³es keÀerceleW keÀce keÀjles

nQ~ ³eefo Deehe yeepeej keÀes Deeies yeæ{evee ®eenles nQ lees meerOes

yeerceekeÀlee&DeeW keÀes Jeeheme Yespevee nesiee~

Òe. yeerceekeÀlee& keÀnles nQ efkeÀ ûeeceerCe leLee meeceeefpekeÀ
#es$e ceW J³eeheej keÀjvee Deemeeve nw, hejbleg cetu³e
p³eeoe nw~ efkeÀme lejn keÀesF& Fme yeepeej keÀes
yeæ{e mekeÀlee nw?

keÀesF& Yeer kebÀheveer, ®eens ve³eer ³ee hegjeveer ves Fmes Yegveeves kesÀ

nyd© AÜ`j lr EZ. a§JmMmar go gmjmËH$ma
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ûeenkeÀ keÀe efnle DeeF&Deej[erS keÀe ÒecegKe ue#³e nw~ ³en

SkeÀ GÐeesie kesÀ DeeOeejYetle efve³eecekeÀ kesÀ #es$e mes yeenj

Deelee Òeleerle neslee nw hejbleg JeemleefJekeÀlee ³en vener nw~

SkeÀ efve³eecekeÀ keÀe cegK³e keÀe³e& GÐeesie keÀe efve³eceve, efJekeÀeme

SJeB meb®eeueve nw~ GÐeesie keÀer mLeehevee ûeenkeÀeW kesÀ meeLe

J³eeheej keÀjves kesÀ efue³es SJeB Fme ÒekeÀej kegÀí ueeYe keÀer

Òeeefhle kesÀ efue³es efkeÀ³ee peelee nw~ keÌ³ee ³en leke&À³ekeÌle keÀLeve

vener nw efkeÀ SkeÀ GÐeesie keÀe efJekeÀeme ûeenkeÀ keÀer meblegefä,

Òemevvelee Deewj megj#ee hej efveYe&j keÀjlee nw? Deewj keÌ³ee

³en SkeÀ efve³eecekeÀ keÀe keÀe³e& vener nw efkeÀ GÐeesie Deewj

ûeenkeÀ kesÀ ceO³e {=æ{ meblegueve mLeeefhele keÀjW?

Fvner leL³eeW keÀes O³eeve ceW jKekeÀj yeercee efJeefve³eecekeÀ SJeB

efJekeÀeme ÒeeefOekeÀjCe efJeefve³eceve 2002 keÀe efvecee&Ce efkeÀ³ee

ie³ee Lee~

DeeF&Deej[erS kesÀ hetJe& DeO³e#e Þeer Sve. jbiee®eejer keÀnles nw

efkeÀ nceejs heeme Gve ûeenkeÀeW keÀer efMekeÀe³eleeW keÀe {sj ueie

ie³ee pees yeerceekeÀlee&DeeW kesÀ Goemeerve J³eJenej keÀe meecevee

keÀj jns Les~ GvnW meJex efjheesì& vener oer peeleer Leer~ Gvns Gve

GlheeoeW keÀes yes®ee peelee Lee pees GvekesÀ efue³es Ghe³eesieer vener

Les leLee GvekesÀ oeJeeW keÀe Yeer mener lejerkesÀ mes efveheìeje vener

efkeÀ³ee peelee Lee~

Fme ÒekeÀej keÀe SkeÀ ceeceuee pees ÒekeÀeMe ceW Dee³eeë-

³en SkeÀ efJeOeJee keÀer lejHeÀ mes he$e Lee efpemekesÀ heefle keÀer

peerJeve yeercee hee@efuemeer kesÀ oeJes keÀes vekeÀej efo³ee ie³ee Lee~

keÀejCe Lee efkeÀ GmekesÀ heefle ves SkeÀ yeej cesef[keÀue ígÆer

ueer Leer leLee GmekeÀe efpe¬eÀ DeeJesove ceW vener efkeÀ³ee ie³ee

Lee~

DeeF&Deej[erS ves ceeceues keÀes efue³ee leLee yeercee kebÀheveer keÀes

ceeceues keÀer peeB®e kesÀ efue³es keÀne~ ³en hee³ee keÀer cesef[keÀue

ígÆer SkeÀ DeekeÀefmcekeÀ ígÆer Leer pees efkeÀmeer mebyebOeer keÀes

jsuJes mìsMeve mes ueeves kesÀ efue³es ueer ie³eer Leer~ Fme DeeOeej

hej kebÀheveer ves Gme efJeOeJee keÀes yeerces keÀer 29000 ªhe³es

keÀer jkeÀce osves mes cevee keÀj efo³ee efpemekeÀer Gmes DeeJeM³ekeÀlee

Leer~

Fme ÒekeÀej kesÀ ceeceues mes DeeF&Deej[erS keÀes keÀeHeÀer OekeÌkeÀe

ueiee efpemekeÀe keÀe³e& yeercee #es$e keÀe efve³eb$eCe nw~ Ssmee

efveCe&³e efue³ee ie³ee efkeÀ ûeenkeÀeW keÀer megj#ee kesÀ efue³es

DeeJeM³ekeÀ keÀoce G"e³es pee³eW leLee Ssmes efve³eceve efveOee&efjle

efkeÀ³es pee³eW pees meYeer yeercee kebÀheefve³eeW hej meceeve ªhe mes

ueeiet neW~ Þeer jbiee®eejer keÀe keÀnvee nw efkeÀ yeercee GÐeesie ceW

ûeenkeÀeW kesÀ efJeéeeme keÀes yevee³es jKeves kesÀ efue³es Ssmee

DeeJeM³ekeÀ nw~

FmeceW SkeÀ cenlJehetCe& efve³eceve - oeJes kesÀ efveheìejs kesÀ

efue³es efveOee&efjle mece³e leLee ³eefo yeercee kebÀheveer oeJes kesÀ

efveheìejs ceW 30 efoveeW mes DeefOekeÀ keÀe mece³e uesleer nw lees

ûeenkeÀ keÀes Gef®ele cegDeeJepee efo³ee pee³esiee~

efve³eceve keÌ³ee keÀnlee nw...
- yeerceeOeejkeÀeW keÀer megj#ee

yeercee GlheeoeW SJeB KeemekeÀj efJeÊeer³e GlheeoeW kesÀ efue³es

SkeÀ cenlJehetCe& efMekeÀe³ele ³en nw efkeÀ ûeenkeÀ keÀes ³en helee

vener neslee nw efkeÀ Jen keÌ³ee Kejero jne nw~ Gmes ncesMee

metef®ele vener efkeÀ³ee peelee nw, Jen vener peevelee keÀer keÌ³ee

hetíe pee³es, leLee Òee³eë Jen Jees Glheeo Kejero ueslee nw lees

Gmes vener ®eeefn³es~ keÀYeer - keÀYeer ³en Glheeo keÀer Òeke=Àefle

nes mekeÀleer nw hejbleg ³en yeercee kebÀheveer Üeje Glheeo keÀer mener

met®evee Òeoeve keÀjves keÀer keÀceer Yeer nes mekeÀleer nw~

Fme ÒekeÀej Glheeo keÀer efye¬eÀer kesÀ mece³e peye yeerceekeÀlee&

³ee GmekeÀe keÀesF& Spesvì efkeÀmeer ûeenkeÀ mes yeele®eerle keÀj

jne nw lees Gmes Deheves Glheeo keÀer mebhetCe& peevekeÀejer Deheves

ûeenkeÀ keÀes Òeoeve keÀjveer ®eeefn³es leeefkeÀ ûeenkeÀ ³en mecePe

mekesÀ efkeÀ keÀewve mee Glheeo yesnlej nw? leLee ³en Yeer efkeÀ³ee

pee mekeÀlee nw efkeÀ DeeJesove he$e kesÀ Deble ceW yeerceekeÀlee& Üeje

³en Iees<eCee keÀer pee³eW keÀer Gmeves Deheves ûeenkeÀ keÀes Glheeo

kesÀ leL³e Yeueer-Yeebefle mecePee efo³es nw leLee ûeenkeÀ Fmemes

meblegä nw~

efve³eceve Fme yeele keÀer ienjeF& ceW peevee ®eenlee nw efkeÀ

ûeenkeÀ mes Òel³eskeÀ ®ejCe ceW yeele®eerle kesÀ oewjeve keÌ³ee keÀjvee

®eeefn³es Deewj keÌ³ee vener keÀjveer ®eeefn³es~

efue³es DeefOekeÀ keÀoce vener G"e³es nQ~ ³eefo Deehe veiej ceW

J³eeheej keÀjles nQ lees Jen ªhe³ee ceebielee nw~

yeercee Kejerovee Òeerefce³ece osves keÀer #ecelee hej efveYe&j keÀjlee

nw~ ûeeceerCe #es$e iejerye vener nQ~ JeneB hej Yeer yeæ[er pesyeW nw

pewmee efkeÀ SHeÀScemeerpeer ves efoKee³ee nw~

nce Gve #es$eeW ceW Fme yeejs ceW peevekeÀejer leLee efMe#ee osvee

®eenles nQ~ nceves Dehevee henues kewÀchewieve keÀes hetje keÀj

efo³ee nw leLee nce #es$eer³e eEÒeì ceeref[³ee hej Dehevee otmeje

kewÀchewieve Megª keÀjves pee jns nQ~ ÒeeefOekeÀjCe Fve hej

Ke®e& keÀjvee ®eenlee nw - ³es nceejs efJekeÀeme keÀe efnmmee nw~

nce GÐeesie kesÀ Òeefle ueesieeW keÀer DeemLee yeæ{e³eWies efpememes

otefj³eeB keÀce nesieer~

J³eeheej JeneB nw~ hejbleg henue mLeeefhele keÀjveer yeekeÀer nw,

leLee nceW Ssmes ueesieeW keÀes leueeMevee nw pees J³eeheej keÀes

yeæ{e mekesÀ~

kebÀheefve³eeB Deye íesìs MenjeW ceW peeves keÀer ³eespevee³eW yevee

jner nw pees mecem³eeDeeW keÀes mebYeeue mekeÀleer nQ~

men³eesieer mebmLee³eW ûeeceerCe leLee meeceeefpekeÀ #es$e ceW J³eeheej

keÀes yeæ{eves kesÀ efue³es yeercee #es$e ceW Dee jner nQ~ ³eneB hej oes

mecem³eeSB nQ SkeÀ nw oes efJeefve³eecekeÀ leLee otmeje yeercee

DeefOeefve³ece pees 100 keÀjesæ[ ªhe³es keÀer hetbpeer leLee

meeKe keÀer efve³ece Je MeleX meeceves jKelee nw~ kegÀí #es$e

Ssmes nQ peneB men³eesieer mebmLee³eW J³eeheej p³eeoe De®íer

lejn ®euee mekeÀleer nQ~ nce GÐeesie keÀes yeæ{eves kesÀ efue³es

GvnW hetBpeer ceW kegÀí efj³ee³ele os mekeÀles nQ leLee efJeefve³eecekeÀ

keÀes efve³ece Je MeleX Yeer Deemeeve keÀjveer nesieer~
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yevee³ee pee mekeÀlee nQ, efpememes SkeÀ J³eefkeÌle kesÀ peesefKece

keÀes hetjs mecetn ceW yeeBìe pee mekesÀ~ Fme ÒekeÀej efYevve

efYevve ªhe ceW yeercee keÀe ³en keÀe³e& nw efkeÀ efpeve ueesieeW

keÀes Fme ÒekeÀej kesÀ mebkeÀìeW kesÀ efue³es efYevve efYevve mecetneW

mes efceuekeÀj neefve keÀer hete|le keÀjW~ ³en peesefKece keÀe

SkeÀ mecetn kesÀ ªhe ceW Jenve nw~ ³ener yeerces keÀe cetue

efme×evle nw efkeÀ neefve keÀe yeBìJeeje keÀj Deefveef½elee keÀe

efveef½elelee ceW ªheevlejCe efkeÀ³ee pee³es pees neefve keÀer

Yeeieeroejer nw~

³eefo peesefKece mece³e mes hetJe& ce=l³eg mes mecyeefvOele nw

lees Gmemes nesves Jeeueer Deee|LekeÀ neefve keÀer hete|le peerJeve

yeercee mes nesleer nw~ ³eefo Deee|LekeÀ neefve MeeefjefjkeÀ Dehebielee

mes nesleer nw lees GmekeÀer #eeflehete|le mJeemL³e yeercee mes nesleer

nw~ meeceeefpekeÀ ªhe mes mJeemLe³e yeercee Ssmeer ÒeCeeueer nw

efpemeceW meceepe kesÀ ueesieeW kesÀ DebMeoeve mes keÀes<e yevelee

nw efpemeW Deefveef½ele neefve³eeW keÀer hete|le keÀjves kesÀ keÀece ceW

uee³ee peelee nw pees Demece³e ce=l³eg ³ee Dehebielee mes nesleer

nw~ Fme ÒekeÀej ³en J³eefkeÌle³eeW Üeje meye hej meceeve

ªhe mes GheefmLele peesefKece DeLeJee mebkeÀì keÀes efceuekeÀj

DebMeoeve keÀjkesÀ efkeÀmeer kesÀ SkeÀ DeLeJee DeefOekeÀ hej

Deeves Jeeueer GmekeÀer Deee|LekeÀ neefve keÀer hete|le keÀjvee nw~

mebefJeoe ³ee DevegyevOe

 J³eefkeÌleiele ªhe mes peerJeve yeercee DeLeJee mJeemL³e

yeercee SkeÀ ÒekeÀej keÀe mebefJeoe ³ee DevegyebOe nw efpemeceW

SkeÀ he#e yeerceeOeejer keÀes yeerceekeÀlee& Üeje Gmes DeLeJee

GmekesÀ Üeje veeefcele J³eefkeÌle keÀes SkeÀ efveef½ele Oeve GmekeÀer

ce=l³eg, Dehebielee DeLeJee keÀesF& Dev³e efJeMes<e DevegyebefOele

Ieìvee Ieefìle nesves hej osiee Deewj yeerceeOeejer Fme oeef³elJe

keÀes Jenve keÀjves keÀes efue³es yeerceekeÀlee& keÀes ÒeefleHeÀue kesÀ

ªhe ceW SkeÀ efJeMes<e OevejeefMe efpemes Òeerefce³ece keÀne

peelee nw, osiee~ Òel³eskeÀ yeercee keÀjves Jeeuee mebmLeeve

pewmes efveiece, keÀcheveer, v³eeme DeLeJee menkeÀejer meesmeeFìer

neefve keÀes efJeleefjle keÀjves keÀe keÀe³e& keÀjles nw~

DeefOekeÀ mebK³ee kesÀ efme×evle keÀe Ghe³eesie keÀj

Fme ÒekeÀej yeercee keÀer DeJeOeejCee neefve keÀes ueeKeeW

ueesieeW ceW yeebì osleer nw Deewj Fmeefue³es peye ³en neefve

Òel³eskeÀ J³eefkeÌle kesÀ YeeieeW ceW Deeleer nw lees Jen veieC³e

yeve peeleer nw~ pegDee ueieves Jeeuee ³en efnmmee SkeÀ

megJ³eJeefmLele J³eeheej yeve peelee nw~ Fme J³eeheej ceW

efveefnle cetue efme×evle ³en nw efkeÀ ³eefo nce efYevve efYevve

ÞesefCe³eeW kesÀ mebkeÀìeW keÀes SkeÀ mecetn ceW yeebì oWies efpeveces

yengle mebK³ee ceW ueesie meefcceefuele neW lees neefve keÀer

Deefveef½elelee mecetn ceW yeebì oWies efpeveces yengle mebK³ee ceW

ueesie meefcceefuele nes lees neefve keÀer Deefveef½elelee mecetn

keÀer mebK³ee keÀer Je=ef× kesÀ meeLe meeLe Ieìleer ®eueer pee³esieer~

pewmes ome ueeKe J³eefkeÌle³eeW ceW SkeÀ ueeKe ªhe³es keÀer

neefve yeebìer pee³es lees Jen SkeÀ hewmee Òeefle J³eefkeÌle nesieer

pees veieC³e jeefMe nw~

otmejer Deesj SkeÀ J³eefkeÌle otmejs J³eefkeÌle keÀe mJe³eb

DekesÀuee ner yeercee keÀjlee nw lees ³en pegDee nesiee keÌ³eeWefkeÀ

ÒeLece J³eefkeÌle keÀer ce=l³eg nesves hej otmejs J³eefkeÌle keÀes

DekesÀues ner Oeve keÀe Yegieleeve keÀjvee nesiee~ Fmeer Yeebefle

³en SkeÀ J³eefkeÌle keÀe peesefKece keÀF& yeerceekeÀlee&DeeW ceW

yeebì efo³ee pee³es lees Yeer Òel³eskeÀ yeerceekeÀlee& kesÀ oeef³elJe

ceW keÀceer Dee pee³esieer~ Fmeer efme×evle hej hegveyeercee-

efjFvMe³eesjbme keÀe efme×evle DeeOeeefjle nw~

otmejer yeele Fme mecyevOe ceW mecePeves keÀer nw efkeÀ

yeerceekeÀlee& kesÀ heeme efheíues Je<eeX kesÀ ce=l³eg kesÀ DeebkeÀæ[s

GheueyOe nesves hej Deewj efJeMes<e Dee³eg Jeie& kesÀ Devegmeej

GvekeÀe MeesOe Deewj efJeÍues<eCe keÀjves kesÀ he½eeled YeefJe<³e

ceW nesves Jeeueer ce=l³eg mebK³ee keÀer YeefJe<³eJeeCeer Yeer keÀer

pee mekeÀleer nQ~

FmeefueS keÀesF& yeerceekeÀlee& ³eefo Deheves yeercee keÀjeves

JeeueeW ceW Fleveer DeefOekeÀ Je=ef× keÀj ues lees Deewmele kesÀ

efve³ece keÀes ueeiet keÀjves hej ce=l³eg mes nesves Jeeueer yeerceejeefMe

mecyevOeer Deefveef½elelee ueieYeie nes ®eeleer nw~ keÀne peelee

nw efkeÀ ce=l³eg mes DeefOekeÀ Deefveef½ele mebmeej ceW Deewj kegÀí

veneR nw Deewj peerJeve yeercee mes DeefOekeÀ efveef½ele Deewj

kegÀí veneR nw~

 yeercee GlheeoeW keÀer mebj®evee

 cetueYetle ªhe mes leceece ÒekeÀej kesÀ yeercee keÀer j®evee

SkeÀ ner ÒekeÀej keÀer nesleer nw keÌ³eeWefkeÀ GveceW efJeefYevve

ÒekeÀej kesÀ peesefKeceeW keÀes mecetn kesÀ ªhe ceW meefcceefuele

keÀj GvekeÀe meb®eeueve efkeÀ³ee peelee nw uesefkeÀve efYevve -

efYevve peesefKeceeW keÀe yeercee nesves kesÀ keÀejCe GvekeÀer Òeke=Àefle

~r_m Am¡a CgH$m ñdén
yeercee J³eJemee³e

mechee fÊe ³ee

pee rJ eve ke s À

Deee|LekeÀ mebj#eCe

mes mecyeefvOele nw~

nj mecheefÊe keÀe

®eens Jen cetle& nes

DeLeJee De¢M³e

SkeÀ cetu³e neslee

nw~ Fme mecheefÊe

keÀe me=peve Deewj meb®e³e J³eefkeÌle kesÀ Deheves Þece mes neslee

nw~ ³en Òeef¬eÀ³ee J³eefkeÌle keÀer meejer mebYeeefJele peerJeve

DeJeefOe lekeÀ ®eueleer nw~ hej Ssmes DeveskeÀ peesefKece nes

mekeÀles nw, yeerceejer ³ee ce=l³eg Yeer~ yeercee Fve meYeer mebYeeefJele

DeeheoeDeeW kesÀ efJehejerle heefjCeeceeW mes petPeves keÀe SkeÀ

ceeO³ece Yeer nw Deewj SkeÀ Deðe Yeer Fme lejn yeercee keÀe

GÎsM³e ³ee DeeJeM³ekeÀleeDeeW ceW ce=l³eg Deewj Je=×eJemLee

kesÀ peesefKece kesÀ DeueeJee GmekeÀer mecheefÊe kesÀ cetle& ªhe

pewmes, cekeÀeve, keÀej, ieesoece, keÀejKeeves, ceeue keÀe

Dee³eele, efve³ee&le ³ee DeeOegefvekeÀ J³eJemee³e kesÀ peefìue

ªheeW ceW neefve keÀer, Deeie, yeeæ{ YetkeÀche Deeefo kesÀ Kelejs

Yeer nesles nw~ Fve oesvees ÒekeÀejeW kesÀ peesefKece mes efveheìves

kesÀ efue³es peerJeve yeercee mecYeeJevee, pees neW Yeer mekeÀleer nw

Deewj veneR Yeer mekeÀleer nw Deewj veneR Yeer~ Fme Deefveef½elelee

mes petPeves kesÀ efue³es yeercee DeeJeM³ekeÀ Deewj ÒeemebefiekeÀ

yeve peelee nw~ efkeÀmeer Yeer meceeve mecetn kesÀ meceeve Kelejs

nesles nQ Fmeefue³es efkeÀmeer Yeer mecegoe³e ³ee Jeie& kesÀ SkeÀ mes

peesefKeceeW kesÀ efue³es neefve keÀer efmLeefle ceW YejheeF& keÀjves

kesÀ efue³es yeercee mebmLeeve Òeerefce³ece kesÀ ªhe ceW efkeÀMles

uesles nw~ ³en neefve ceW efnmmesoejer keÀer DeJeOeejCee hej

neslee nw~

Fme ÒekeÀej nce keÀn mekeÀles nw efkeÀ meceepe ceW Jes

ueesie pees SkeÀ meceeve ÒekeÀej kesÀ peesefKece keÀe meecevee

keÀjles nw ³eefo GvekesÀ mecetn kesÀ efkeÀmeer Yeer meom³e keÀes

Fme peesefKece keÀer Jepen mes keÀesF& neefve nesleer nw GmekeÀer

neefve keÀer hete|le Jes meye efceuekeÀj keÀjWies~ meye ÒekeÀej

kesÀ peesefKeceeW keÀer hen®eeve keÀer pee mekeÀleer nw Deewj Gve

mecetneW keÀes efJeYeeefpele keÀj ÞesCeerJe× efkeÀ³ee pee mekeÀlee

nw~ Gvemes DeefOekeÀ ³ee keÀce ³eesieoeve ueskeÀj Yeeieeroej
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efYevve - efYevve nesleer nw~ Fmeer mecyevOe ceW peerJeve yeercee

Deewj Dev³e ÒekeÀej kesÀ yeercee ceW cegK³e Devlej ³en nw

efkeÀ Dev³e ÒekeÀej keÀe yeercee keÀjves hej yeerefcele keÀer

peeves Jeeueer mecYeeJ³e Ieìvee Ieì Yeer keÀjlee nw Deewj

veneR Yeer Ieì mekeÀleer Deewj DeefOekeÀlej ³en mecYeeJ³e

Ieìvee Ieìleer ner veneR~ uesefkeÀve peerJeve yeercee efpeme

mecYeeJ³e Ieìvee DeLee&led ce=l³eg nes mekeÀleer nw SkeÀ Je<e&-

oes Je<eeX lekeÀ keÀF& Je<eeX ceW ve Ieìs~ uesefkeÀve mece³e kesÀ

yeerleves kesÀ meeLe-meeLe GmekesÀ Ieìves keÀer mecYeeJevee yeæ{leer

ner peeleer nw Deewj SkeÀ efove efveef½ele ªhe mes Ieefìle nes

peeleer nw keÌ³eeWefkeÀ pees ÒeeCeer pevcelee nw GmekeÀer ce=l³eg

efveef½ele nw~ FmeefueS peerJeve yeercee ceW uecyeer DeJeefOe keÀj

peesefKece uesveer heæ[leer nw Deewj DeepeerJeve yeercee ceW hetjs

peerJeve Yej ³en peesefKece jnleer nw~ FmekesÀ efueS peerJeve

yeercee ceW Gef®ele keÀes<e keÀer

J³eJemLee DeeJeM³ekeÀ nw efpememes Gve oeJeeW keÀe Yegieleeve

efkeÀ³ee pee mekesÀ pees efkeÀmeer SkeÀ Je<e& ceW efve½ele ªhe mes

os³e neWies~

 mJeemLe³e yeercee ³eefo Jen SkeÀ Je<e& keÀer DeJeefOe

kesÀ efueS keÀje³ee pee³es lees Òel³eskeÀ yeerceeOeejer yeerceejer

kesÀ keÀejCe Dehebie veneR neslee Deewj ce=l³eg keÀer Yeebefle

FmeceW efveef½elelee veneR nw hejvleg ³ener mJeemLe³e yeercee

efvejblej ®euelee jns Deewj uecyeer DeJeefOe kesÀ efueS efkeÀ³ee

ie³ee nes lees FmeceW Yeer peesefKece keÀer efvejblej Je=ef× nesleer

peeleer nw Deewj FmekesÀ efueS Yeer SkeÀ keÀes<e SkeÀef$ele

keÀjvee DeeJeM³ekeÀ nes peelee nw efpememes Dee³eg yeæ{ves

kesÀ meeLe-meeLe GveceW nesves Jeeues oeJeeW keÀe Yegieleeve

efkeÀ³ee pee mekesÀ~

 efJeefJeOe ÒekeÀej

peerJeve yeercee Deewj mJeemL³e yeercee kesÀ efueS yeerceekeÀlee&

mebmLeeve keÀes keÀes<e keÀer mLeehevee nsleg keÀF& cenlJehetCe&

yeeleeW keÀes O³eeve ceW jKevee nesiee pees peerJeve keÀjeles

mece³e SkeÀ ner Dee³eg kesÀ veneR nesles keÌ³eeWefkeÀ íesìer

Dee³eg Jeeues uecyeer DeJeefOe lekeÀ peerefJele jnWies Deewj

yeæ[er Dee³eg Jeeues íesìer DeJeefOe lekeÀ peerefJele jnWies~

FmeefueS p³eeW-p³eeW Dee³eg yeæ{leer peeleer nw Gmeer

kesÀ Devegmeej yeercee keÀjeves kesÀ efueS Òeerefce³ece oj

Yeer yeæ{leer peeleer nw Deewj ³eefo ÒeefleJe<e& ve³ee

yee rcee keÀje³ee pee³e s lee s SkeÀ Je<e &

kesÀ efueS ner keÀjvee nes lees ÒeefleJe<e& Gmeer J³eefkeÌle

mes DeefOekeÀ Òeerefce³ece jeefMe ueer pee³esieer~

mJeemLe³e yeercee kesÀ mecyevOe ceW Yeer ³en me®e

nw efkeÀ Dee³eg yeæ{ves kesÀ meeLe yeercee nesves keÀe

Deblejeue Ieìlee peelee nw Deewj SkeÀ

yeej yeercee nesves hej GmekesÀ he½eeled "erkeÀ

nesves ceW Yeer uecyee mece³e ueielee nw leLee

jesie mes De#elee keÀer DeJeefOe ceW Je=ef×

nesleer peeleer nw~ Fmeer efueS keÀF& ÒekeÀej

keÀer hee@efueefme³eeB peerJeve yeercee Deewj

mJeemL³e yeercee ceW nesleer nQ~ pewmes

efkeÀmeer hee@efuemeer ceW lees peerJeve Yej

Òeerefce³ece osvee heæ[lee nw Deewj yeerceeOeve ce=l³eg hej os³e

(±ÉäJÉEò ¦ÉÉ®úiÉÒªÉ VÉÒ´ÉxÉ yeercee +Ê¦ÉEòiÉÉÇ ¨É½þÉºÉÆPÉ

Eäò +vªÉIÉ ½éþ)

nslee nw~ efkeÀmeer hee@efuemeer ceW efveef½ele Je<eeX kesÀ efueS

yeercee efkeÀ³ee peelee nw~ Deewj ³eefo ce=l³eg veneR ngF& lees

DeJeefOe meceehle nesves hej yeerceeOeve ueewìevee neslee nw~

Fve meeJeefOekeÀ yeercee ceW Yeer keÀF& efJeMes<e hee@efueefme³eeB

nesleer nQ pewmes yeer®e-yeer®e ceW Oeve efceueves Jeeueer hee@efuemeer,

Leesæ[er DeJeefOe keÀer hee@efuemeer, ogiegvee peesefKece uesves Jeeueer

hee@efuemeer, yeercee ceW keÀF& ÒekeÀej keÀe yeercee neslee nw kegÀí

ceW kesÀJeue ®egves ngS kegÀí jesieeW kesÀ Ghe®eej nsleg oeJee

mJeerkeÀej keÀjves keÀe ÒeeJeOeeve nw kegÀí DeefOekeÀ efJemle=le

nesleer nw~ kegÀí ceW meye ÒekeÀej kesÀ jesie leLee Demheleeue

ceW efyevee Yejleer ngS Iej hej ner ef®eefkeÀlmee keÀjeves hej

meye keÀes DeeOeej yeveekeÀj efkeÀ³ee peelee nw~ Fme efJeefOe

mes Òeerefce³ece uesves ceW ueeYe ³en nw~ efkeÀ FmeceW Òeefle Je<e&

heefjJele&ve veneR efkeÀ³ee peelee, meceeve ªhe mes meoe jnves

kesÀ keÀejCe yeerceeOeejer keÀes Yeer megefJeOeepevekeÀ neslee nw

Deewj yeerceeOeejer FmekeÀes osves kesÀ efue³es ceveesJew%eefvekeÀ

ªhe mes Deeole [eue oslee nw~

 Fme meceeve Òeerefce³ece uesves keÀer efJeefOe ceW ÒeLece

kegÀí Je<eex ceW Deeies Deeves Jeeues Je<eeX keÀe yeæ{ves Jeeuee

Òeerefce³ece ues efue³ee peelee nw efpememes yeæ{les Je<ee¥s ceW

yeæ{er peesefKece keÀe Yegieleeve efkeÀ³ee pee mekesÀ~ ÒeLece

Je<eeX ceW DeefOekeÀ SkeÀef$ele Òeerefce³ece jeefMe Deewj Gme

hej efceueves Jeeuee y³eepe Gme Dee³eg ceW Òeerefce³ece Yegieleeve

ceW mecee³eesefpele keÀj efue³ee peelee nw peye yengle DeefOekeÀ

Òeerefce³ece uesvee neslee nw~ ³en yeerceeOeejer keÀe ner Oeve nw

Deewj yeerceekeÀlee& mebmLeeve FmekeÀe v³eemeer kesÀ ©he ceW

mebj#ekeÀ nw ³en mebef®ele keÀes<e ³ee heeefuemeer efjpeJe& nw~

Fme Yeebefle SkeÀ jef#ele keÀes<e keÀe YeefJe<³e ceW Glhevve oeJeeW

kesÀ Yegieleeve kesÀ efueS meb®e³e keÀjvee efkeÀmeer Yeer yeercee

mebmLeeve kesÀ efueS meg¢æ{ DeeOeej keÀer j®evee keÀjlee nw

Deewj peerJeve yeercee Deewj mJeemL³e yeercee kesÀ efueS

yeerceeOeeefj³eeW Deewj DeefYekeÀlee&DeeW ceW efJeéeeme hewoe keÀjlee

nw~
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peerJeve megj#ee nsleg MeesOe
DeeF&Deej[erS oes ve³es mebmLeeve mLeeefhele keÀjves

pee jne nw efpemeceW mes SkeÀ nw meæ[keÀ leLee Jeenve megj#ee

ìseEmìie SJeB jseEìie kesÀ #es$e ceW leLee otmeje ceesìj yeercee

[eìe kesÀ #es$e ceW nw~

³en meye USAID kesÀ efJeÊeer³e mebmLeeve

hegvej&®evee SJeB efJekeÀeme keÀe³e&¬eÀce (FIRE) kesÀ Üeje

ceewpetoe Jeenve yeercee #es$e keÀer keÀcepeesefj³eeW kesÀ ienve

DeO³e³eve kesÀ he½eele efkeÀ³ee pee jne nw~ FIRE
keÀe³e&¬eÀce mes DeeF&Deej [erS keÀes Yeer mebmLeeveeW keÀer

mLeehevee SJeB efJeYeeie kesÀ efJeefYevve keÀe³e&keÀueeheeW kesÀ

meb®eeueve ceW ceoo efceueves keÀer DeeMee nw~

DeeF&Deej[erS kesÀ hetJe& DeO³e#e Þeer Sve. jbiee®eejer

ves 6 ceF& 2003, keÀes nwojeyeeo ceW SkeÀ meYee keÀes

mebyeesefOele keÀjles ng³es keÀne efkeÀ mebmLeeve keÀer mLeehevee

®ewvvew ceW keÀer pee³esieer leLee DeeF&Deej[erS FmeceW efveJesMe

keÀjsiee~ leefceuevee[g mejkeÀej ves ®ewvvew kesÀ heeme ner Jeenve

megj#ee ìseEmìie meWìj kesÀ efvecee&Ce kesÀ efue³es 50 SkeÀæ[

Yetefce Òeoeve keÀer nw~ Fme efJe<e³e ceW leefceuevee[g

efJeOeevemeYee ceW ceF& kesÀ henues mehleen ceW Iees<eCee keÀer

pee ®egkeÀer nw~ ³en kesÀvê meæ[keÀ megj#ee MeesOe mebmLeeve

keÀe SkeÀ efnmmee nesiee leLee ceesìj [eìe SJeB yeercee

MeesOe mebmLeeve Yeer JeneB mLeeefhele efkeÀ³ee pee³esiee~

DeeF&Deej[erS keÀe ceevevee nw efkeÀ ³es oesveeW ner MeesOe

kesÀ efue³es efJemle=le #es$e nQ pees efkeÀ yeercee GÐeesie keÀes

meb³egkeÌle GheYeeskeÌlee megefJeOee³eW Òeoeve keÀjWies~

meæ[keÀ megj#ee MeesOe mebmLeeve Yeejle ceW meæ[keÀ

megj#ee kesÀ efue³es SkeÀ ÒecegKe MeesOe SJeB met®evee kesÀvê

kesÀ ªhe ceW GYejsiee - ³en keÀnvee nw GheYeeskeÌlee MeesOe

mebIe, efye´ìsve kesÀ Þeer ¬eÀeFme FJeevme keÀe~ FJeevme efye´ìsve

ceW GheYeeskeÌlee keÀe³e&¬eÀceeW ceW keÀe³e& keÀj ®egkesÀ nQ pees

keÀF& Je<eeX mes Jeenve megj#ee #es$e ceW DeûeCeer nw~

Deheveer efjheesì& ceW GvnesveW keÀne nw efkeÀ meæ[keÀ megj#ee

MeesOe mebmLeeve cenlJehetCe& MeesOe keÀe³e& keÀj jne nw~ ³es

MeesOe hegefueme SJeB ÒeJele&ve DeefOekeÀeefj³eeW, ef®eefkeÀlmeeue³eeW

SJeB yeercee GÐeesie Üeje Òeehle efkeÀ³es ie³es DeeBkeÀæ[es hej

DeeOeeefjle nesiee~ Fve MeesOe keÀe³eeX kesÀ ceW meerì-yesuì

keÀe Ghe³eesie leLee DeukeÀesnue mes pegæ[er ogIe&ìvee³eW Meeefceue

nesieer~ Fve MeesOe keÀe³eeX kesÀ Üeje yeerceekeÀlee&, keÀevetve

yeveeves Jeeues, Jeenve yeveeves Jeeues SJeB Deece pevelee keÀes

keÀeHeÀer ueeYe hengB®esiee~ Þeer FJeevme kesÀ Devegmeej -

ogIe&ìveeDeeW ceW keÀceer nesieer, peeve-ceeue keÀer keÀce neefve

nesieer SJeB peesefKece Ieìsiee~ GvekesÀ Devegmeej yeercee GÐeesie

keÀes Fmemes meJee&efOekeÀ HeÀe³eoe nesiee keÌ³eeWefkeÀ ogIe&ìveeDeeW

ceW keÀceer mes oeJeeW ceW Yeer keÀceer nesieer~

Fme MeesOe keÀe³e& keÀes ÒeejbYe keÀjves keÀe SkeÀ ÒecegKe

keÀejCe ³en nw efkeÀ Yeejle ceW ueieYeie 5 keÀjesæ[ Jeenve nQ

leLee ÒeefleJe<e& 85,000 mes DeefOekeÀ ueesie meæ[keÀ

ogIe&ìveeDeeW ceW ceejs peeles nQ peyeefkeÀ DecesefjkeÀe ceW ueieYeie

22 keÀjesæ[ Jeenve nw hejbleg meæ[keÀ ogIe&ìveeDeeW ceW ÒeefleJe<e&

ceejs peeves Jeeues ueesieeW keÀer mebK³ee efmeHe&À 42000 kesÀ

Deeme-heeme nw~ Deleë Yeejle ceW meæ[keÀ ogIe&ìveeDeeW keÀe

peesefKece DecesefjkeÀe kesÀ cegkeÀeyeues ueieYeie 10 iegvee nw~

Fve ogIe&ìveeDeeW mes ve kesÀJeue ceeveJe neefve nesleer nw

hejbleg mebheefÊe keÀer Yeer  neefve nesleer nw~ meved 2001-
02 ceW Yeejle keÀe kegÀue mekeÀue Iejsuet Glheeo ueieYeie

1265429 keÀjesæ[ ªhe³es Lee peyeefkeÀ Fmeer Je<e&

ogIe&ìveeDeeW ceW ueieYeie 25308 keÀjesæ[ ªhe³es keÀer

#eefle ng³eer nw~ ³en jkeÀce mekeÀue Iejsuet Glheeo keÀer

2 ÒeefleMele nw~

Ssmee ÒemleeefJele nw efkeÀ meæ[keÀ megj#ee MeesOe mebmLeeve

SJeB ceesìj [eìe SJeB yeercee MeesOe mebmLeeb SkeÀ meeLe SkeÀ

ner J³eefkeÌle kesÀ meb®eeueve ceW keÀe³e& keÀjW~ FmeceW ceesìj [eìe

SJeB yeercee MeesOe mebmLeeve DeebkeÀæ[eW keÀes SkeÀef$ele keÀjves

keÀe keÀe³e& keÀjsiee pees FmekesÀ mJeb³e kesÀ SJeB meæ[keÀ megj#ee

MeesOe mebmLeeve kesÀ efue³es Ghe³eesieer nesiee~

ceesìj [eìe SJeB yeercee MeesOe mebmLeeve SJeB met®evee

kesÀvê Yeer mLeeefhele keÀjsiee peneB meæ[keÀ ogIe&ìveeDeeW kesÀ

yeejs ceW peevekeÀejer ceewpeto jnsieer~ Fmemes heerefæ[le ye®eeJe

Je DeeheelekeÀeueerve mesJee ceW ceoo efceuesieer~
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|É¤ÉÉävÉ SÉxnù®ú iÉlÉÉ Eäò ºÉÖ¥ÉÉ¼¨hÉªÉ¨É Eäò ºÉÉlÉ ®úÉVÉ¦ÉÉ¹ÉÉ ={ÉÊxÉnäù¶ÉEò ºÉÆVÉÒ´É VÉèxÉ xÉä ¦ÉÉMÉ Ê±ÉªÉÉ*

Ê´ÉkÉ ¨ÉÆjÉÉ±ÉªÉ +ÉÌlÉEò EòÉªÉÇ Ê´É¦ÉÉMÉ EòÒ +Éä®ú ºÉä ÊxÉnäù¶ÉEò ¸ÉÒ +É®ú. b÷Ò. ¨ÉÉºÉÒ´ÉÉ±É ´É ºÉ½þÉªÉEò ÊxÉnäù¶ÉEò ¸ÉÒ ¨ÉÉä½þxÉ SÉxnù Ê¨É¸É ¦ÉÒ

ÊxÉ®úÒIÉhÉ Eäò ºÉ¨ÉªÉ ={ÉÎºlÉiÉ lÉä*

ºÉÆºÉnùÒªÉ ºÉÊ¨ÉÊiÉ xÉä <ºÉEäò +ÊiÉÊ®úHò +ÉÆwÉÉ ¤ÉéEò iÉlÉÉ ¤ÉÒBSÉ<ÇB±É ¨Éå Ê½þxnùÒ EòÉªÉÉÇx´ÉªÉxÉ EòÉ ¦ÉÒ ÊxÉ®úÒIÉhÉ ÊEòªÉÉ*
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Ritesh Kumar

Because of their higher

reserve and capital

adequacy requirements,

commercial banks’

pricing of guarantees is

usually more inflexible

than that of a comparable

insurance company.

The Indian economy has demonstrated a

marked resilience in the last few years in

the wake of a global economic downturn

spurred by recessionary trends in several

developed economies. The notable rise of

Indian multinational companies in several

sectors like information technology,

automobiles and pharmaceuticals has been

accompanied by a discernible trend towards

recovery in the overall industrial sector.

The recent trends have provided a

strong foundation for a broad based

industrial development, specially in key

infrastructure sectors. There has been a

strong impetus for growth in the last few

years in telecommunications, roads and

urban infrastructure.

Similarly in the road sector, the

Government has embarked on the

ambitious National Highway

Development Project (NHDP) covering

13,500 km with a cost of Rs. 54,000 crores

(at 1999 prices).

This comprises the Golden

Quadrilateral project (linking the four

metros) covering 5,846 km, North-South/

East-West connectivity project of 7,300 km

and 400 km of Port connectivity projects.

Almost the entire portion of the Golden

Quadrilateral project has already been

awarded – about 1,300 km have been

completed by April, 2003, and the balance

is expected to be completed by December,

2004.

Out of the North-South/East-West

connectivity project, only about 1,000 km

is under implementation and the balance

is likely to be awarded over the next

two years. It is estimated that this project

would be completed by December, 2007.

The average cost per km is in the range of

Rs. 4 crores to Rs. 6 crores.

The resurgence in industrial/

infrastructure projects will trigger an

increased requirement for performance

guarantees and bonds for these projects.

Insurance Companies and Sureties

Surety bonds are credit instruments

underwritten, based on corporate credit

metrics and the terms and conditions of

A Perspective
the underlying obligations. Worldwide,

surety bonds are favoured by corporate

financial managers because of their

general off-balance sheet treatment.

Surety bonds do not encumber bank

borrowing lines of credit and are not

usually disclosed in financial statements

as contingent liabilities. They have been

attractive alternatives to bank letters of

credit at a substantial cost discount.

Internationally, multi-line non-life

insurance companies as well as mono-line

guarantee companies are major providers

of surety bonds. The domestic surety

market in the US alone accounts for

approximately $3.3 billion of annual

written premium. Almost $1 billion of this

total represents the premium generated

from commercial surety risks for

corporations on obligations ranging from

compliance bonds and license and permit

bonds required by public statutes,

performance bonds required by the

construction contractors and court bonds

to any number of financial guarantees. The

financial guarantees segment has

witnessed turbulent market conditions in

the recent past with major losses stemming

from the recent string of corporate failures

in the US. However, the requirement of

sureties in the other segments remains

buoyant.

In India, prior to nationalisation of the

general insurance sector in 1973, insurance

companies were underwriting sureties for

corporate clients, albeit on a small basis.

After nationalisation, there was a general

drift of the insurance companies away from

this business and, at present, the bulk of

the contract guarantees business has come

to be dominated by the commercial banks

in India.

Performance Guarantees in India

Guarantees are extensively used in the

construction sector in India to secure

performance or other obligations. They

provide the project Sponsor/ Beneficiary

with access to the amount guaranteed

should there be a breach of contract or

performance.

Types of Guarantees

It is usual for a banker to issue

guarantees on behalf of his customers on

payment of commission. The guarantees

usually executed by the banker are:

(i) Bid Bond or Earnest Money Deposit

(EMD) Guarantee

(ii) Performance Guarantee

(iii) Advance Payment Guarantee (also

known as Mobilisation Advance

Guarantee)

(iv) Retention Money Guarantee

I. Bid Bond/EMD Guarantee

When a contractor bids for a

construction contract, he usually has to

submit a guarantee along with the tender.

This type of guarantee is called a bid bond

guarantee. A bid bond is an obligation

undertaken by a bidder promising that the

bidder will, if awarded the contract, furnish

the prescribed performance guarantee and

enter into the contract agreement within a

specified period of time. The guarantee

indicates the genuine interest of the

contractor towards the tender process. In

case of a default by the successful bidder

in furnishing the performance guarantee,

the project Sponsor/Beneficiary can enforce

the guarantee, and the contract is then

awarded to the next bidder.

A bid bond ranges in amount from one

to five per cent (normally one per cent) of

the estimated contract amount, while an

EMD guarantee is usually for one to five

per cent (normally two per cent) of the

contract amount. The tenure of these

guarantees is usually in the range of six

to 12 months, depending on the tender

process.
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II. Performance Guarantee

A performance guarantee is

essentially a promise by the guarantor to

make good the loss to the client in the

event of the contractor failing to complete

the contract or delaying its completion.

In this type of guarantee, the

guarantor does not undertake to perform

the obligations undertaken by the

contractor on the latter’s failure or default,

as the performance obligation may be of a

highly technical nature. The purpose of

obtaining a performance guarantee is to

fix the financial or monetary liability upon

the guarantor in the event of default or

failure in performance of the obligations

undertaken by the contractor.

A performance guarantee ranges in

amount from 10 to 15 per cent (upto 20 per

cent in some cases, depending on the

contract agreement) of the contract

amount. The tenure of the guarantee

usually extends to a period of six to 12

months beyond the completion date of the

contract, that is specified in the contract

agreement. This defects liability period (or

warranty period) varies from project to

project and the performance guarantee also

covers the successful running/ performance

of the project during this period.

III. Advance Payment Guarantee

After the contractor has successfully

bid for the project and has furnished a

performance guarantee, he is awarded the

contract by signing of the contract

agreement. In most contracts, the project

sponsor usually advances a lumpsum

amount, which is typically 10-15 per cent

of the contract amount, as an advance

payment or mobilisation advance to meet

initial contract-related costs which the

contractor would be required to pay to

third parties.

Therefore, as the project progresses, the

contractor is paid the amount of each bill

raised by him, less a certain pro rata

amount of the mobilisation advance. As a

result, by the time the project is 100 per

cent complete, the outstanding mobilisation

advance amount reduces to nil. Normally,

the mobilisation advance is adjusted prior

to the retention money payment i.e., out of

95 per cent of the contract payments.

The advance payment guarantee is

essentially a promise by the guarantor to

pay if the contractor fails to complete the

contract, or fails to adhere to the scope of

the contract, and thereby causes a loss to

the sponsor, to the extent of the

outstanding mobilisation advance

amount.

As may be readily interpreted from the

above, an advance payment guarantee

ranges in amount from five to 15 per cent

of the contract amount, and progressively

reduces to zero over the tenure of the

contract. The tenure of the guarantee

usually coincides with the completion date

of the contract, that is specified in the

contract agreement.

IV. Retention Money Guarantee

In some projects, the sponsor retains/

holds back an amount equal to five per

cent of every bill raised by the contractor.

This sum, called the retention money,

finally aggregates to five per cent of the

contract amount at the end of the project,

and is usually paid in the following

manner : 45 to 50 per cent after the

completion of the project.

The purpose of the retention money is

to ensure the continued interest and

commitment of the contractor in the

project till its completion. However, in

some cases, the sponsor agrees to release

a portion of/ the full retention money,

provided the contractor furnishes a

retention money guarantee.

The tenure of the guarantee usually

coincides with the defects liability period/

warranty period stipulated in the contract

agreement.

The other guarantees in the

construction business are security deposit

(which is essentially like a mobilisation

advance), suppliers advance guarantee

and equipment finance guarantee. The

suppliers advance and equipment finance

guarantee can be over and above the

mobilisation advance guarantee,

depending on the size and requirements

of the contract.

Current Market Scenario

As mentioned earlier, the performance

guarantees business is dominated by

commercial banks in India. Traditionally,

the guarantees are unconditional and

irrevocable in nature. Guarantees are

normally issued with recourse to the

contractor and further, are usually

secured. Guarantee limits are sanctioned

as part of the non-fund based working

capital limits allotted to the construction

companies, and are generally secured by

the current assets of the company.

Because of their higher reserve and

capital adequacy requirements,

commercial banks’ pricing of guarantees

is usually more inflexible than for a

comparable insurance company. Further,

from the project sponsor’s point of view,

the stringent solvency and capital

adequacy requirements stipulated by the

Insurance Regulatory and Development

Authority (IRDA) ensure that a guarantee

issued by an insurance company is as safe

as that issued by a commercial bank.

Insurance companies are thus ideally

placed to compete with commercial banks

in this business.

As the Indian insurance industry

marches steadily towards a fully

liberalised regime, sureties present an

attractive business opportunity for risk

diversification of the business portfolio.

The institution of proper credit and

technical evaluation methodologies in

underwriting will be a critical factor is

determining the success of insurance

players venturing in this arena. An entry

by insurance companies will also serve to

deepen and broaden this market in India,

making it globally competitive, which will

ultimately benefit the construction

industry.

The author is Head-Risk and Reinsurance,

ICICI Lombard General Insurance

Company Limited.

Sureties present an

attractive business

opportunity for risk

diversification of the

business portfolio.
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Royal Sundaram 1,744.75 4,833.98 1,189.87 3,051.67 1.56 58.40

Tata AIG 2,131.25 6,686.56 4,129.52 5,234.74 2.16 27.73

Reliance General 1,170.15 3,086.38 997.76 4,323.13 1.00 -28.61

IFFCO-Tokio 3,207.93 8,779.15 1,809.51 4,184.50 2.84 109.80

ICICI Lombard 2,608.44 10,137.21 1,240.45 2,689.05 3.27 276.98

Bajaj Allianz 3,264.41 8,624.26 2,234.96 5,606.10 2.79 53.84

HDFC Chubb 405.34 689.07 0.22 NA

Cholamandalam 994.06 2,048.09 0.66 NA

New India 30,463.00 76,432.00 29,699.00 77,725.00 24.69 -1.66

National 23,663.00 58,269.00 21,709.00 52,224.00 18.82 11.58

United India 26,021.00 62,881.00 24,740.00 61,428.00 20.31 2.37

Oriental 22,984.00 61,187.00 22,490.00 60,286.00 19.76 1.49

ECGC 3,373.20 5,936.21 2,640.21 5,233.76 1.92 13.42

Private Total 15,526.33 44,884.71 11,602.07 25,089.19 14.50 78.90

Public Total 1,06,504.20 2,64,705.21 1,01,278.21 2,56,896.76 85.50 3.04

Grand Total 1,22,030.53 3,09,589.92 1,12,880.28 2,81,985.95 100.00 9.79

Insurer
Premium 2003-04 Premium 2002-03

Market share Growth %
upto Year on

May 2003   Year
For the month Upto the month For the month Upto the month

(Rs. in lakhs)

Gross Premium Underwritten – May 2003

The industry’s growth rate has slowed

down to 9.7 per cent as at the end of May,

2003, down from the previous spectacular

growth rate of 19 per cent in the previous

fiscal. In these two months of April

and May, the industry has recorded a

growth in volume of Rs. 269 crores

to register a total premium of

Rs. 3,036 crores(Rs. 2,767 crores). The

growth rate as at the end of April, of

12 per cent, has slid to 9.7 per cent by the

end of May, 2003. It is inexplicable why the

growth rate has plummeted from a 19 per

cent high to 9.7 per cent in a short span of

just two months. What is really happening?

One reason for the slower growth could

be that the extraordinary increases in rates

obtained last year on very large value risks

remained either at the same level or were

negotiated downwards resulting in no

further increases in volumes.

Report Card:GENERAL
The other reason could be that there

were accounting time-shifts that the threat

of increased service tax rate provided,

resulting in quite a few renewals being

accounted twice last year. Another

probable reason for poor growth in business

could be the voluntary retirement scheme

(VRS) of Development Officers resulting in

non-renewals of a few covers. Fierce

competitive pressures too could have

brought the premium levels down by a

notch.

It is interesting to note that out of the

increase of Rs. 269 crores in these two

months, the private players have garnered

an increase of Rs. 198 crores, with a 79 per

cent growth rate. The public players have

recorded an increase of only Rs. 71 crores

with a growth rate of 2.8 per cent.

It is obvious who is setting the agenda

for the year 2003-04. Not only is the

insurance pie not getting bigger as was

expected, but the public players have been

driven to the wall to defend their existing

accounts.

Since department-wise premium

figures are not available yet, it is not

possible to analyse what has hit the public

players so hard and brought down growth

rates so much.

The growth rate for the industry in the

month of May, 2003, is 7.6 per cent down

from 12 per cent in April, 2003, and, if this

is a trend, there is likely to be much tougher

competition for business in the remainder

of the current year. The month of May has

shown that the insurance pie grew by only

Rs. 84 crores (it grew by Rs. 185 crores in

April, 2003) of which the private players

had a share of Rs. 39 crores and the public

players Rs. 45 crores. These trends should

make the the public sector companies

ponder what they must do to regain the

initiative to prove their undoubted

strengths.

 Market shares:

The market share of the private

players that was 9.5 per cent at the last

fiscal is running now at 14.5 per cent. Their

volume growth is Rs. 198 crores as against

Growth slows in May
G.V.Rao
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the Rs. 71 crores of the public players.

Private players:

ICICI-Lombard now ranks at the top

with a premium of over Rs. 101 crores

with an accretion of Rs. 74 crores over two

months. IFFCO-Tokio ranks second with

Rs. 88 crores to be followed by Bajaj-

Allianz which was till recently at the top

of the heap with Rs. 86 crores. These top

three have shown dynamism, rare even

in the private sector.

Public players:

National Insurance Company

continues its run of success with a growth

rate of 11.6 per cent and an accretion of

Rs. 60 crores. Oriental with an accretion

of Rs. 10 crores and United India with

Rs. 15 crores seem to be mere shadows of

their former selves. New India has

recorded a fall in business of Rs. 13 crores.

Do these figures tell a tale for the future?

One hopes not. But the growth rate of the

four at 2.8 per cent is difficult to accept as

befitting big players.

Future prospects:

Business volumes will be hard to

garner for all players unless there is a

significant drive to create new markets in

Personal lines. All players for various

reasons seem to be uncommitted to

organising this field. What strategies do

the public sector players have, better

placed as they are, to harness their

strengths to chase Personal lines

business? Has the VRS. of Development

Officers affected them to a great extent?

What will happen to them when the VRS

for officers is announced?

The future is full of interesting

possibilities for the market expansion. Will

the market grow? Who are the drivers of

growth?

 It is as yet unclear how the bottom

lines will look like for 2002-03. Poor growth

rates, if compounded by lower investment

returns, high costs and an unprofitable

book of business, can impede growth of

business further.

PRIVATE SECTOR

1 Royal Sundaram III year 18,443.00 3,12,339 45,512 709.18 3.85 10,902

2 Reliance General III year 18,567.78 28,631 3,029 563.07 3.03 8,797

3 Bajaj Allianz II year 28,928.49 8,19,190 53,014 1,697.11 5.87 14,053

4 IFFCO-Tokio III year 21,412.70 1,46,559 450 1,160.71 5.42 8,27,334

5 Tata AIG III year 23,307.28 2,27,187 42,203 657.62 2.82 8,617

6 ICICI Lombard  II year 21,521.00 98,293 147 475.34 2.21 16,660

7 HDFC Chubb I year 979.80 18,426

8 Cholamandalam I year 1,477.70 27,133 1 1.60 0.11

Sub total 1,34,637.75 16,77,758 1,44,356 5,264.63 3.9 8,86,363

PUBLIC SECTOR

9 National 2,90,601.00 77,77,494 15,94,197 23,191.00 7.98 16,48,480

10 Oriental 2,78,241.12 79,64,173 4,22,212 9,960.00 3.58 36,19,274

11 New India 3,92,900.00 1,44,61,798 17,83,445 32,679.00 8.32 2,75,39,481

12 United India 2,97,122.00 95,06,487 25,29,057 21,145.00 7.12 32,56,984

13 ECGC First year 37,603.00 10,779 NA NA NA NA

of IRDA

registration

Sub total 12,96,467.12 3,97,20,731 63,28,911 86,975 6.7 3,60,64,219

Grand Total 14,31,104.87 4,13,98489 64,73,267 92,239 6.4 3,69,50,582

S.No. Insurer Year of Total Gross Number of Policies Gross Premium % of rural No. of lives
operations - Premium policies in rural areas in rural sector business covered in

2002-03 (Rs. lakhs) areas (Rs. lakhs) (GPI) social sector

■ Private insurers’ obligation in the rural sector in I, II and III years is 2, 3 and 5 per cent of gross premium income

respectively. The public sector insurers are required to exceed the performance in the previous year, and have done so.

■ Private insurers’ obligation in the social sector in I, II and III years is 5,000, 7,500 and 10,000 lives respectively. The public

insurers are required to exceed the performance in the previous year, and have done so.

Rural/Social Sector Performance – 2002-03 (Non-Life Insurers)
(Provisional)

The author is retired CMD, The Oriental

Insurance Company Limited.
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Align it with the ICAI!
R. Anand

The Insurance
Regulatory and
D e v e l o p m e n t
A u t h o r i t y
(IRDA) issued
a circular for
non-life insurers
dated April 29,
2003, clarifying
and elaborating a
few more issues

relating to preparation of financial
statements.

The first real test of transparency
and disclosures in accordance with the
new generation accounting standards
was felt for insurance companies for the
year ended March 31, 2002. It can be
safely said that almost all the
companies fell in line with the
compliance of accounting standards
read with the requirements of IRDA
Regulations.

The insurance industry is saddled with
special legal features built into the
Insurance Act, 1938 (the Act), read with
The Insurance Regulatory and
Development Authority (Preparation of
Financial Statements and Auditor’s
Report of Insurance Companies)
Regulations, 2000. The salient features of
the circular dated April, 29, are as under:

Segment Reporting

It is stated that all non-life
insurance companies are required to
prepare separate revenue accounts for
Fire, Marine and Miscellaneous
business. This anyway is required as per
the Act. Further, separate schedules are
required to be prepared for Marine cargo
and Marine-others. In respect of
Miscellaneous business, the circular
stipulates separate schedules to be
furnished for (1) Motor (2) Workmen’s
Compensation /Employer’s liability
(3) Public /Product liability
(4) Engineering (5) Aviation (6) Personal
Accident (7) Health insurance and
(8) Others.

The point to note is that the basis of
segment reporting as per Accounting
Standard 17 is the prerogative of the
management. However, for the insurance
industry, it is laid down in the regulations.
Non-life insurance companies have to
necessarily follow the business segments

as required by the regulations and the
circular mentioned supra.

The circular also requires that
segments have to be reported on the
basis of business within “and outside
India.” The crux of the issue in deciding
geographical segment is: how does one
determine the parameters for
geographical segments for non-life
insurance? One would go by the premise
that the location of the risk decides the
geographical segment. More often than
not, for all insurance players, the major
portion of the business is attributable
to India and a negligible portion will
relate to risk determined outside India.

Cash Flow Statement

The circular mandates all insurers
to furnish cash flow statement as per
the Direct Method. There are two
methods for the preparation of cash
flow statements in Accounting
Standard 3. They are:

■ the direct method, whereby major
classes of gross cash receipts and
gross cash payments are disclosed; or

■ the indirect method, whereby net
profit or loss is adjusted for the
effects of transactions of a non-cash
nature, any deferrals or accruals of
past or future operating cash
receipts or payments, and items of
income or expense associated with
investing or financing cash flows.

It must be noted that the circular
requires insurance companies to adopt
only the direct method. It is learnt that
several insurance companies have
represented stating that indirect
method is the more convenient method
of furnishing cash flow statement.
However, the Insurance Act requires
in Section 11(1A) the preparation of
receipts and payments along with
financial statements. It is obvious that
receipts and payments accounts is
close to the direct method of cash flow
statement and the Act, and the circular
effectively precludes the adoption of
indirect method as an alternate
method for preparing cash flow
statements.

Investment for stakeholders

All insurers are required to
maintain separate investment

accounts for the shareholders and the
policyholders (separate business
segments) and the income/ losses
accrued/ capital losses on the
investments is to be credited/ debited
to the respective Revenue Account/
Profit & Loss Account, as the case may
be. However, in case of practical
difficulties, the consulting Actuary and
the Investment Head can take a view
on the subject, and consistently follow
the same. The policy on this matter
should be spelt out in the Significant
Accounting policies.

In non-life insurance business, it is
extremely difficult to segregate
investment relatable to shareholders’
funds and policyholders’ funds. There
is consequently an urgent need for
some basis of allocation to arrive at the
appropriate investment income
relatable to each of the categories viz.,
shareholders’ funds and policyholders’
funds.

Some companies are adopting the
technical method representing
outstanding claim and unexpired
premium reserve as the basis for
allocation of funds to represent
policyholders’ funds, and net worth as
the basis to represent shareholders’
funds. For example:

Amount (Rs)

Capital 100
Reserves 10

——
Net worth 110

——
Outstanding claims 40
Unexpired Premium Reserve 60

——
Technical funds 100

——
Investments 80
Technical funds 100
Net worth 110

——
Total funds 210

——

110

Shareholders’ funds : ——  x  80

210

100

Policyholders’ funds : ——  x  80

210
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STATISTICS - LIFE INSURANCE

While circulars and clarifications at

periodical intervals are welcome, it is

necessary to ensure that issues on

accounting as far as possible synchronise

with the requirements of various

accounting pronouncements issued by

■ Private insurers are required to underwrite 7, 9 and Twelve per cent of the policies in the rural sector direct policies in the I,

II and III years of their operations. LIC is required to underwrite rural business not less than that underwritten in the financial

year 2001-02, and has done so.

■ Private insurers are required to underwrite 5,000, 7,500 and 10,000 lives in the social sector in the I, II and III years of their

operations. LIC, is required to insure lives are not less than that underwritten in the financial year 2001-02, and has done so.

PRIVATE SECTOR

1 HDFC Standard III year 13,218.70 1,24,837 15,352 12.30 10,490

2 ICICI Prudential III year 36,471.00 2,44,434 29,376 12.02 17,964

3 Max New York III year 6,726.72 77,531 9,345 12.05 15,669

4 OM Kotak II year 3,532.00 32,767 5,169 15.78 32,499

5 Birla Sun Life III year 14,957.00 64,758 10,422 16.09 12,033

(Annualised)

6 Tata-AIG II year 5,975.36 91,487 9,137 9.99 11,825

7 SBI Life II year 7,275.16 17,746 2,700 15.21 37,478

8 ING Vysya II year 505.47 10,976 3,800 34.62 7,500

9 MetLife. II year 620.09 11,227 2,916 25.97 851

10 Allianz Bajaj II year 5,378.39 1,15,964 19,368 16.70 11,111

11 AMP Sanmar II year 598.17 16,344 1,510 9.24 8,192

12 Aviva I year 1,261.26 17,023 96 0.56 2,370

Sub total 96,519.32 8,25,094 1,09,191 13.43 1,67,982

PUBLIC SECTOR

1 LIC 11,34,301.97 2,45,45,580 45,46,148 18.52 7,61,752

Grand Total 12,30,821.29 2,53,70,674 46,55,339 18.35 9,29,734

S.No. Insurer Year of New business Number of Policies % of No. of lives covered
operations Premium policies in rural areas in rural  in social sector
 2002-03 (Rs. lakhs) (new business) (new business)  policies  (new business)

(Provisional)

Rural/Social Sector Performance – 2002-03 (Life Insurers)

The author is President, Corporate

Affairs, Sundaram Finance Ltd. The

views expressed here are his own.

the ICAI. The special features of the

Insurance Act and the regulations have

to necessarily be taken into account in

formulating the rules of accounting for

the insurance business. The initial two

to three years will be the testing period

for implementing the disclosure

requirements particularly for the new

generation private sector players.

Report Card : Life
We present below the business statistics of various life insurance companies from

the financial year 2002-03 with regard to their obligations towards the rural

markets and the social sector. The norms for are also given below. A similar table

for the general insurance industry appears on Page 39. (The monthly new business

statistics are being held over due to a change in reporting formats.)
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National reinsurer General Insurance

Corporation of India (GIC) is set to open a

full-fledged office in London by March

2004.

Mr. P. B. Ramanujam, Managing Director,

GIC, is reported saying that Munich Re’s

plans to come to India mean GIC losing

some of its business. This kind of

development makes it imperative for the

GIC to expand beyond India, he added.

KenIndia Assurance, a joint venture

between LICand GIC is expected to set-

up TanzIndia in Tanzania in the next two

months. GIC is looking at opening

branches in overseas markets such as

South East Asia, the Middle East and

Africa.

GIC has subsidiary offices in Singapore

and Kenya and representative offices in

London and Russia.

UK-based banks and insurance companies may shift as many as 2,00,000 clerical,

processing and administrative jobs to India during the next five years to cut costs,

say UK newspapers.

Adecco SA, the world’s largest provider of temporary workers, has forecast 1,00,000

UK call centre jobs will be moved to India by the end of 2008.

Barclays Plc, UK’s third-biggest lender, said that it cut about 150 UK jobs at its

business banking and credit card businesses and contracted the work to companies

in India.

It follows similar moves by HSBC Holdings Plc, Lloyds TSB Group Plc and

Prudential Plc.

Faced with slowing revenue growth and greater competition, some companies are

turning to India with its lower paid, English-speaking workforce.

While Britain is shipping thousands of jobs to India, it is far from the biggest

exporter of service industry employment. According to Nasscom, the Indian trade

body representing software and service companies, America accounts for

75 per cent of business.

The Deloitte report urges FIs to quickly get abreast of the move offshore. It cites

the example of Citigroup, whose rise to become the world’s most profitable company

has coincided with its move to offshore processing hubs.

The newly incorporated public sector,

Agriculture Insurance Company of India

(AICI), has asked the Union Government

to maintain the 50 per cent subsidy on

premiums to be paid for policies taken

under National Agricultural Insurance

Scheme (NAIS).

The Government has been reducing the

level of subsidy on premiums by 10 per cent

per year since the first year of the scheme

when it was 50 per cent (to be shared

equally by the Centre and the respective

state governments) and this has come down

to 20 per cent this year, Mr. Suparas

Bhandari, chairman-cum-managing

director of AICI is reported to have stated.

This is so that the company may raise

premium rates to expand its coverage of

farmers. The crop insurance scheme covers

farmers facing crop failure due to natural

calamities in every state except Rajasthan,

Punjab and Haryana, where the

governments are yet to agree on

implementing the scheme.

More jobs will be offshored to India

AICI seeks 50% subsidy
on agri-insurance
premiums

GIC to open

office in London

India kicked off trading in bond and treasury bill futures in mid-June and deals

for at least Rs. 1.45 billion were done on the first day on the National Stock

Exchange (NSE).

The futures market is expected to reveal the market’s view of where the interest

rates are headed, apart from hedging the interest rate risk.

A futures contract is an agreement in which a buyer or a seller agrees to respectively

take delivery of or deliver a specified amount of an asset at a specific price on a

designated date.

It thus protects the holder against future price movements, and in the case of an

interest rate futures contract, movements in interest rates.

The exchange acts as a counter-party to all trades, thus reducing the risk of default.

“Interest rate derivatives will provide market protection to institutions like

provident funds, insurance companies, banks and corporates, which have long

term liabilities that tend to be susceptible to interest rate volatility,” said Finance

Minister Jaswant Singh, who launched the trade in New Delhi.

To start with, banks can use futures only to hedge the interest rate risk on their

government bond portfolios, but primary dealers can also trade.

The Reserve Bank of India will at a later stage consider allowing banks to use the

product to hedge other items on their balance sheets and to trade if they have

adequate capital and their risk management systems are in place.

FUTURES TRADING STARTS
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The Life Insurance Corporation of India
(LIC), has engaged the services of
Deloitte Touche Tohmatsu India Pvt Ltd
to do a performance audit.

The purpose was to identify for the
finance ministry, the implications of
guarantees given to the LIC and also to
assess the corporation’s assets-liability
matching at different points in time.

The ministry has also asked the General
Insurance Corporation of India (GIC) to
undertake a similar financial health
check, especially in light of the demerger
of its four subsidiaries.

The report on LIC is expected by
mid-July.

Deloitte will identify the changes we
should bring about in our investment
strategy and methodology, LIC
Chairman, Mr. S. B. Mathur, was quoted
saying.

The report is also expected to ascertain
whether the way decisions were taken
was structurally adequate or needed to
be changed, he added.

Deloitte to check
LIC’s health

Cognizant Technology Solutions Corporation, one of the leading providers of

information technology (IT) services has been given the LOMA Excellence in

Education Award, a leading insurance industry accolade. Insurance is one of

Cognizant’s key industry concentrations.

 “We were the first major offshore company to organise by vertical industry, and

we are continually improving the value we can provide to our customers,”

Mr. Kumar Mahadeva, Chairman and CEO of Cognizant, has been quoted saying.

LOMA is an international association through which more than 1,250 insurance

and financial services companies from over 60 countries engage in research and

educational activities to improve company operations. Members are involved in

life and health insurance, managed care, annuities, pensions, banking,

bancassurance, securities, and other financial services areas.

Technically aggressive insurers are beginning to consider outsourcing as a key

strategic initiative and are identifying business opportunities that may result from

outsourcing, an insurance industry research analyst for Gartner was quoted saying.

“Offshore outsourcing plays a major role in insurance carrier’s sourcing strategies

as a means to control costs, respond to tactical constraints and support competitive

differentiation.”

Cognizant gets LOMA Award
i-flex Solutions, which is a leading IT

products provider for the banking industry,

now plans to extend its flagship brand,

Flexcube, to cover the insurance sector.

The company has put in place a small team

and has begun to gain the required domain

expertise. It has also initiated dialogues with

insurance companies and mutual funds.

Commenting on the recruitment pattern for

the insurance sector, Mr. Deepak Ghaisas,

CEO and CFO, India operations, i-flex, is

quoted saying that from the total i-flex staff,

about 20 per cent are bankers and the same

trend may be applied while recruiting the

staff for the insurance sector.

He indicated that the software used in most

of the insurance companies in India was not

centralised. In addition, the companies

being cost-conscious, implement software

accordingly. The product from i-flex on the

other hand is a premium product, he said.

i-flex eyes insurance

The Indian subsidiaries of Sun Microsystems and Oracle have entered into a strategic
alliance to offer low-cost computing in the Indian market. One of their focus industries
is insurance, apart from banking, financial services and telecom.

The two information technology (IT) majors have been jointly marketing their products
and applications in the high-end enterprise segment, and now they are entering the
low and medium segment, dominated currently by the NT and Unix servers.

As part of their global strategy to expand the base of open source code and Linux
operating system, Sun and Oracle will provide solutions to reduce the cost of
ownership by about 70 per cent and ensure an early return on investment.

Currently, the NT server market in India is about $70 million, while the Unix server
market is estimated to be about $80 million.

Sun Microsystems India Managing Director Mr. Bhaskar Pramanik was quoted
saying that pricing their products and services in the range of $2000-4000 would
target those customers looking for alternative offerings in the sub-$10,000 price tag
adding that the open standard architecture of our products will bring scalability
and reliability to low-cost servers running mission critical applications and that his
company intended to simplify access to technology and support for developers by
sharing information and services.

Since information and communication technologies are being increasingly used by
the services sector, banking and finance and insurance have emerged as leading
customers for IT.

According to independent surveys, the Indian banking and financial services and
insurance sectors have been growing at a steady rate generating a business of $34
billion and $17 billion respectively.

“With tech spending by these sectors constituting 2-3 per cent of their turnover, the
low-cost computing market offers enough opportunities to grow our market share
exponentially,” Mr. Shekhar Dasgupta, Oracle India Managing Director, is quoted
saying.

Sun and Oracle target insurance
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Experts from the Harvard Medical School and Swiss Re briefed members of the US Congress

on what they see as the current effects of global warming, indicating that it is no longer “a

hypothetical concern for future generations,” but is causing problems right now.

Dr. Paul R. Epstein, M.D., Associate Director, Center for Health and the Global

Environment at Harvard Medical School and Mr. Christopher T. Walker, Swiss Re’s

Managing Director, Greenhouse Gas Risk Solutions, Financial Services Business Group,

told U.S. House and Senate members that global warming already is a front-burner

issue in the public health and financial sectors (particularly the insurance industry).

They cited new “outbreaks” of health problems, including asthma and West Nile Virus,

and a palpable danger of added insurance risks and costs as indicating that climate-

change issues must be addressed now.

Concerns about climate change are often mistakenly placed into the distant future,

Dr. Epstein explained, but as the rate of climate change increases, so do the biological

responses and costs associated with warming and unstable weather. The influence of

intensifying droughts on the spread of West Nile Virus in the U.S. and the impacts of

rising carbon dioxide levels on allergies and asthma demonstrate that global warming

has come into our backyards.

Today, climate change as a financial issue is very much underestimated from the point

of view of the insurance and reinsurance industry’s potentially rising costs and risks.

Mr. Walker stated, adding that “carbon is becoming a tradable commodity, allowing

companies to hedge their risks, profit from emissions assets and turn this new discipline

into a competitive advantage.”

“So, in addition to potential liabilities for corporations from greenhouse gas emissions

reductions, there also are business opportunities where the financial industry and, in

particular the insurance industry, can be the prime mover of emissions reduction

activities. The reality here is simple: insurance and reinsurance companies have the

potential to become prime catalysts for the development of renewables, emission

reduction and energy-efficient technologies for two reasons: such steps will reduce risks

and open up new and lucrative lines of business activity.”

Lloyd’s Chairman, Lord Peter Levene, has

said that now is the time for Lloyd’s to take

whatever steps are necessary to make sure

that the London market shares in the

expansion of the European Union.

“Lloyd’s must be at the centre of Europe,”

he said, adding that for 50 years the

British insurance industry has hesitated

over Europe to its detriment and “now is

the time for Lloyd’s to be open, creative

and willing to take bold decisions.”

Levene pointed out that the European

market is in the process of being

transformed, both from the inside with

more risks moving into the private sector,

and from the outside with increased

exposures to and rising claims from

natural catastrophes – conditions that

have created capitalisation and capacity

problems for many in the industry. He also

observed that, although “the wall that

divided Europe has now been removed,

barriers still exist, even if they cannot be

seen, such as linguistic and cultural

barriers. Our objective is to remove those

barriers.”

By 2004, he said, the EU will consist of 25

nations. “I can’t begin to imagine what a

GDP of $30 trillion actually feels like, but

it means that Europe will soon represent

the world’s largest commercial market –

and its power can only grow.” He stressed

that underwriting performance and the

flexibility to respond to the new and

complex and creative discipline is vital to

the success of the European insurance

industry.

“Today’s changing business culture,

evolving investor attitudes, social and

political trends, governance trends and

technological changes, all require creative

risk solutions. Our approach must be

flexible enough to handle all the

challenges that emerge, and we must be

innovative enough to be able to anticipate

and respond to these demands,” he

concluded.

Lloyd’s and EU

Global rating agency Standard & Poor’s

has indicated a negative outlook for

reinsurers for the sixth year in a row.

“Continued rate increases in the global

reinsurance market have failed to stem

the downward pressure on ratings and

market outlook remains negative for the

sixth successive year,” it said in a recent

report. There may, therefore, be more

rating downgrades than upgrades over the

short-to-medium term, it cautioned.

“Despite further price increases during the

January, 2003, renewal season, the

market continues to suffer from a

diminished quality of capital, reduced

financial flexibility (defined as the ability

to source capital, relative to

requirements), prior-year liabilities, the

overhang of reinsurance recoverables, and

the likelihood that many companies’

operating performance will fall short of

expectations,” an S & P credit analyst said.

The report, entitled “Global reinsurance

2003 mid-year outlook: Negative outlook

masks divergent fortunes,” states that

pressure on ratings continues despite the

hard market conditions.

A number of reinsurers have been finding

it difficult to take advantage of the

situation “to rebuild and restructure their

capital bases and put in place foundations

to reduce future loss volatility.”

S & P cited the “ease of entry for new

players and increased competition in the

market” as limiting the “ability of existing

players.

Negative outlook for reinsurers yet

Global Warming is here already
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A.M. Best Co. announced that it has

affirmed the financial strength rating of

‘A++’ (Superior) of Koelnische

Rueckversicherungs-AG (Cologne Re) and

its core subsidiaries, with a stable outlook.

The affirmation was part of an overall

reaffirmation of the ‘A++’ ratings of

Berkshire Hathaway’s General Re Group,

which Best announced separately.

 “The rating action reflects Cologne Re’s

status as a core subsidiary of its

ultimate parent company, General

Reinsurance Corporation (General Re),

its superior capitalisation and

excellent business profile,” said Best.

“An offsetting factor is Cologne Re’s

recent deteriorated underwriting

performance.”

Best noted that “Cologne Re is

responsible for writing the majority of

the property/ casualty business outside

North America and the life and health

business worldwide. Cologne Re is fully

integrated into General Re Group and

benefits from explicit reinsurance

support through a subsidiary of

Berkshire Hathaway, the ultimate

parent company of General Re. In

addition, General Re has recently

announced its intention to acquire the

remaining shares of Cologne Re from

AXA Versicherung in Germany after

which General Re will own 88.5 per cent

of Cologne Re.”

It also indicated that “Cologne Re’s risk-

adjusted capitalisation is superior, based

on A.M. Best’s capital model. Although

overall capital levels have declined in the

last two years due to adverse

development in its underwriting

reserves, Cologne Re will maintain its

superior risk-adjusted capitalisation due

to the explicit reinsurance support

provided by its parent.”

The company has an “excellent business

profile,” said Best, ranking among the

top five in the European non-life

reinsurance market, and as the third-

largest player worldwide in the life

reinsurance market. The rating agency

noted, however, that “gross premiums

declined by approximately 10 per cent

to EUR 4.1 billion ($ 4.8 billion) in 2002,

following the company’s ongoing review

of its reinsurance portfolio.” Best said

it “expects a further decrease in

premiums in 2003 as Cologne Re

continues its restrictive underwriting

strategy.

It also noted that “Cologne Re has

recorded overall after-tax losses in two

consecutive years. Results for 2002 will

be negatively impacted by losses from

natural catastrophes such as floods in

Central Europe, adverse reserve

development from prior accident years

and some equity write-downs due to

unfavourable development of the capital

markets in 2002.”

Best expects at least some of the

adverse effects to be offset by the

improving profitability figures in the

Property and Casualty business

generally. It sees a combined ratio of

approximately 103 per cent in 2003. It

also said, “Consolidated technical

results in life and health are improving

despite the negative effect of lower

investment income and the

strengthening of reserves for the North

American business placed in run-off,”

and it expects the company to return

to profitability in 2003.

In conclusion, Best indicated that it

“expects Cologne Re to significantly

contribute to General Re’s consolidated

earnings in 2003.” It warned that a

“failure to do so could put pressure on

Cologne Re’s core status.”

A.M. Best Affirms Cologne Re ‘A++’

(Superior) Rating

A Japanese parliamentary committee

approved a bill in June that would allow

life insurers to cut guaranteed payouts to

policyholders, a move aimed at preventing

problems in the sector from affecting the

whole financial system.

With stock prices weak, interest rates at

near zero and policy cancellations running

high, politicians have argued, insurers

should be partially relieved of payouts

promised to customers a decade ago, when

returns were much higher. The idea has

run into opposition, but supporters argue

that a collapse of a big insurer could result

in massive liquidation of assets that would

churn the markets.

Approval by the lower house fiscal and

financial committee paves the way for the

bill to be passed through parliament, to

take effect in July. The bill, drafted by the

financial services agency, would give life

insurers the option of taking action if there

was a risk of them being unable to

continue insurance business.

Major life insurers have said they have no

plans to cut promised yields and credit

rating agencies have said they would

consider such a move tantamount to

default.

The draft also set a floor for a yield cut at

three per cent and added a measure that

could temporarily freeze policyholders’ rights

to cancel contracts once an insurance firm

applies for a yield cut. Many guaranteed

yields are now five or six per cent.

Analysts have said a cut in yields could

also damage the insurer’s standing with

customers and further damage their

business.

Japan to let insurers cut guaranteed yields
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Mr. N. Rangachary and Mr. R. Bupathy, President,

Institute of Chartered Accountants of India (ICAI),

at a round table on ‘Insurance, the Happening Sector’

organised at Hyderabad on June 6.

Outgoing Chairman, IRDA, Mr. N. Rangachary, was

felicitated by FICCI at a session held in New Delhi on

May 26.

Farewell at FICCI

L to R: Mr. P. Murari, Mr. Y. K. Modi, Mr. N. Rangachary, retired Chairman,

IRDA, Mr. Ashvin Parekh, Managing Director, Deloitte Touche Tohmatsu,

Mr. H. O. Sonig, retired Member (Life), IRDA, Mr. Harbhajan Singh, retired

Member, IRDA and Mr. Fali Poncha, Managing Director, International

Insurance and Reinsurance Services Ltd.

At the CII
Mr. Sunil Mehta, Country Head and CEO – India, AIG,

shares a laugh with Mr. N. Rangachary at the

Confederation of Indian Industry’s felicitation for the

retiring Chairman, IRDA, held on May 26.

The Institute Bids

Goodbye

Event?Send us a write-up! Send us a picture!
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The Quality Stamp!
The IRDA has implemented Quality Management

System in line with the Standards laid down by

International Organization for Standardization, based

in Geneva. ISO 9000:2000 articulates for the first

time eight Quality Management Principles which are,

customer focus, leadership, involvement of people,

process approach, system approach to management,

continual improvement, factual approach to decision-

making and mutually beneficial supplier-relationship.

The IRDA has prepared Quality Manual and Quality

System Procedures taking into consideration the

Mr. N. Rangachary, Chairman, IRDA, receives the ISO 9001: 2000

certificate from Mr. Srihari Kotela, Director, American Quality Assessors

(India) Pvt. Ltd. Also in the picture is Mr. Suresh Mathur, Deputy

Director, IRDA.

Leaving Office...

Mr. Prabodh Chander, Executive Director, IRDA, and Mr. K. Subrahmanyam,

Executive Director (Actuary), IRDA, flank Mr. N. Rangachary, Chairman, IRDA,

as he leaves his office on June 9, his last day in office.

ISO 9001:2000 requirements and the existing systems being implemented. Once these systems were implemented,

American Quality Assessors (India) Pvt. Ltd., which is functioning in India under the offices of AQA International LLC,

US, has carried out Conformity Assessment. The assessment has been successfully completed and ISO 9001:2000

certificate was awarded to IRDA for the scope of “Regulating and Developing Insurance Business in India.”
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YOU SAID

Dear EditorDear Editor

The article “Right Sizing the Prize” by Apparao Machiraju (IRDA Journal,

May 2003, Page 22) is very thought-provoking. This article discusses a very

important and pertinent issue that is encountered in the sales and marketing

division of any organisation.

The author rightly brings to light the current trend of compensating sales agents

heavily for attracting new customers. High incentives baited to attract new

clientele ignoring the old database has almost become a norm. This philosophy

when transferred to the insurance industry, translates into a conclusion that a

product like life or general insurance needs selling and is not a necessity, which,

in fact, is.

With this selling attitude every insurance agent runs amuck in the market

trying to amass new customers with his sales pitch each time, knowing well

that the end result is monetarily very lucrative.

With this ‘sales mantra’ would his organisation flourish in the long run? In his

quest for seeking a new customer base each time, hasn’t he forgotten his old

sincere customers? The principle of heavy compensation in the first year is

definitely worth reflecting upon.

However, in contrast, when a salary-based approach to sales is made, the

prognosis of the sales and the incentive is not as motivational for the individual

to sell the product.

Today, the consumer is aware of all the gimmicks an organisation will try to

sell. The cognisant consumer is more concerned with the quality of the product

that he receives for the value of his money. Bearing this viewpoint in mind,

every organisation has to evaluate if its financial infrastructure can cope with

a first year heavy compensation and can withstand it over a long period of time.

What may be a good sales strategy for one kind of infrastructure may not

necessarily apply for another.

Most certainly, the author has made a very keen observation and presented it

to the readers in a very unbiased way.

Ms. Anjali B. Gharpure

Librarian,

The Actuarial Society of India

Compensating Agents
The  article “Report Card : General”

(IRDA Journal, June 2003, Page 38)

has caught our interest for reading and

putting forward our observations.

We focus our reservation to your

observation that the slice of seven per

cent in Motor insurance by the private

companies is a wise move.

 This is prejudice and a lop-sided

opinion formed by you in favour of the

private companies. While their strategy

to restrict Motor insurance is seen as a

“wise move,” the same strategy if

followed by the public sector units

tantamounts to bossism and high

handedness, and such acts are

reprimanded by the Authority

concerned in the strongest terms.

As such we request you to voice not only 

for the cause of the private companies

but also speak for the PSBs.

General Secretary

The New India Assurance Officers’

Association, North Eastern Region

The analysis of the non-life premium figures for April 2003,
by Mr. G. V. Rao, makes observations on the business strategies
of different sectors of the industry as revealed by their
performance.

The obligatory nature of Third Party liability (TP) insurance
under the law applies equally to all insurers, whether in the
private or public sector, and the IRDA has always held that
legal position.

Many thanks for including my name in

the mailing list of your esteemed

insurance journal, one of the best...

The article “Handling a Difficult

Claimant” by Mr. C.P. Udayachandran

(IRDA Journal, June 2003, Page 18)

provides a practical need and an

approach to be adopted by insurers and

surveyors in handling of claims.

The line ‘A difficult person can be killed

with kindness’ is to be kept in mind

always and says it all. Author had

presented and described the article in

a very effective manner.

The surveyors and claim departments

of the insurance companies can learn

and gain a lot from this article.

I also want to bid my hearty farewell to

Mr. N. Rangachary, Chairman, IRDA,

on his retirement. Men of his genius,

calibre and thoughtfulness are rarely to

be found. He was, and is a true leader

and hero of the Indian insurance sector

for his pioneering works and efforts.

Also, I want to welcome the new

Chairman of IRDA, Mr. C.S. Rao, and

wish that IRDA will reach new heights

under his able leadership and try to look

at and resolve problems being faced by

surveyors in small towns.

I hope that growing IT in insurance

industry in india will help all the

persons in insurance industry and can

benefit the surveyors a lot if they can

properly use the Internet, e-mail, digital

cameras, scanners, chatting and so on.

Yogendra Prakash Gilra

Hony. Secy., IISA, Garhwal Unit,

 Uttranchal

Claims Made Easy!

Objection
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Events

July 7-12, 2003
Venue: Pune
Trainers Training Programme (Life)

July 7-12, 2003
Venue: Pune
Management of Petrochemical Risks (Non-Life)

July 8-9, 2003
2nd Conference on Catastrophes Insurance in Asia Seeking Real
Solutions to CAT Exposures in Asia Taiwan

July 13-16, 2003
Venue: New York
39th Annual International Insurance Society Conference

July 24-26, 2003
Venue: Singapore
Singapore Insurance Institute Conference
Towards Professional Excellence

August 4-9, 2003
Venue: Pune
Retail Insurance (Non-Life)

August 4-9, 2003
Venue: Pune
Data Warehousing and Data Mining(Life)

August 11-16, 2003
Venue: Pune
Pension & Group Insurance Business(Life)

August 18-19, 2003
Venue: Mumbai
4th Conference on Bancassurance & Alternative Distribution
Channels: Choosing the Right Bancassurance Business Model

August 18-23, 2003
Venue: Pune
Relational Database Management Systems (Non-Life)

August 21 – 22, 2003
Venue: Banaglore
5th Asia Pacific Conference & Exhibition on IT & e-applications
in Insurance: IT & e-applications to Boost Business & Efficiency –
Getting Beyond the Hype & Mantras to Exploit the Right
Technologies Best Suited to your Business

August 25-30, 2003
Venue: Pune

Comprehensive Technical Programme in Life Insurance
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