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FROM THE EDITOR e

y be Gécmgmg Fole 0/ Insurance gzz/ermeoé’ary

Insurance business in India, was once upon a time, essentially a factor of the skill sets of the distributor;
particularly in the Life domain. It owed its success to how much the 'agent' could sell. Although one cannot
attribute anything negative to such a practice, especially when insurance business made such rapid
strides of progress; one would admit that their style was limited to 'selling' the insurance policy and not
market a product. As a result, what came to be observed was that there was a huge lapsation of business.

As a result of the opening up of the market, several conditions were laid down for qualifying as an
insurance agent. Further, in light of the competition, the 'agent' also had to reinvent himself and be
prepared to face the market with the new challenges. Besides, several new channels of distribution have
come into vogue viz. the brokers, the corporate agents, bancassurance etc. Thus, intermediation in
insurance has assumed an entirely new dynamic form. Especially in the detariffed regime that is going to
be effective from the beginning of the year 2007, non-life insurance business would witness new styles of
intermediation.

The insurance intermediary would do well to appreciate that the business interests would last for a long
time and accordingly ensure that the clients are well-served. Although most non-life contracts are strictly
for a period of one year, it should be realized that they are 'renewable' and as such, efficient policyholder
servicing would certainly put the best intermediaries in an entirely different perspective. Further, insurance
business itself has taken a radical outlook as a major part of personal financial planning. Thus the
distributor has to gear up himself to the task of advising his clients about the role of insurance in the larger
scheme of things. It can thus be seen that insurance intermediation has undergone total change and this
poses new challenges for the intermediary.

Distribution in insurance industry is the focus of this issue of the Journal. We have several articles that
talk of the different aspects of insurance intermediation - both in the life insurance arena and the non-life
domain. First and foremost, Mr. Arman Oza talks about the role of the intermediary in micro-insurance and
says that he has to don the role of an integrated financial advisor. Brokers in India are emerging as a
strong distribution channel. Mr. G.V. Rao takes a look at the various aspects of business relating to this
channel and makes a comparative study with those of different insurance markets. In another story about
the brokers, Mr. Radhakrishna C. discusses the emerging role of the broker and the challenges that they
are likely to face in the near future in the article 'Broking Profession - Road Ahead and Challenges'.

Mr. D.V.S. Ramesh emphasizes the importance of the life insurance distributors being well-trained and
efficient; rather than just being qualified and eligible. Mr. S. Viswanathan says that it is a universal
phenomenon that tied agency has made way for more dynamic distribution channels in his article 'Role of
Distribution Channels - A Paradigm Shift'. In his article entitled 'Life Insurance Products in India - Issues
in Distribution’, Mr. V. Sai Kumar says that the agent's role begins with dispelling the prospect's wrong
notions about life insurance. He goes on to explain how the intermediation landscape evolved from
'selling' in the early days to its dynamic form now. Finally, in the 'Thinking Cap' section, we have an article
by Mr. G. Gopalakrishna who describes the role of life insurance in the overall concept of social security.

When there is a deviation from what is expected to be served and what is being served, the consumer has
a ground for being disillusioned. Such a situation in most cases leads to a grievance for the consumer
which he looks forward to being redressed. 'Grievance Redressal in Insurance' will be the focus of the
next issue of the Journal.

U. Jawaharlal
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VANTAGE POINT

Working Towards a 'No-Grievance' Status ...

"Insurance industry continues to be plagued by a large number of customer grievances. While it would be

futile to pinpoint the blame on one side, attempt should be made to curb the onslaught of customer

grievances in different areas of insurance business' opines U. Jawaharlal.

The dictionary describes grievance as
something that causes distress. In a
commercial contract, there are different
parties on either side; and there are
specific functions to be fulfilled by either
party. Having said this, one wonders why
there should be any ground for a distress
to be caused. In an ideal situation, each
of the parties to the contract would
perform its part as agreed for, hardly
leaving any ground for distress. But it
would be naive to believe that such a
situation would really be possible.

While this would apply universally for any
business activity globally, there are some
lines of business which are additionally
sensitive to this area of customer
grievance. Insurance contracts, being
heavily dependent on the information
that is passed on from one party to the
other, belong to the 'particularly sensitive'
group. In most cases, the asymmetry of
information that is inherent in its
character creates the ground for
customer dissatisfaction, eventually
leading to a grievance. As always, the
problem is much more critical in
emerging markets; where the reciprocal
obligations that form the strong
pedestal, are not properly understood.

On more than one occasion, it has been
said that it would be apt to call the
‘customer grievance redressal forums'
as 'insurance grievance redressal

forums', thereby alluding to the fact that
most grievances are in the area of
insurance. It speaks volumes of the
appalling situation; and insurers should
take up the challenge of setting at rest,
this image. Otherwise, it would turn out
to be harmful for the success of the
industry in the long run - something that
we cannot afford at this stage.

On the other hand, the customers
should also demonstrate better maturity
and fulfill their part of the reciprocal
obligations in their true spirit. Life
insurance contracts, which do not leave
any scope for ambiguity in the quantum
of settlement, are less prone for
customer complaints. However, in view
of the fact that an assessment of the risk
is made based on the information
furnished by the applicant, effort should
be made to ensure that the information
provided is wholesome and absolutely
true. It should be appreciated that the
best of medical examinations would still
be inadequate to bring to light the past
history, unless the proponent reveals it
exhaustively.

Another area that is a regular bone of
contention is that the proposal form has
been filled up by the agent of the principal
viz. the insurer. It should be borne in mind
that the details asked for in the proposal
form are to be furnished by the applicant
himself; and as they are backed up by a

huge declaration, there should not be
any dilution of the information
furnished. Distributor's role in this
aspect is merely as a facilitator and
nothing more.

Non-life insurance contracts are more
vulnerable for grievances as there is
ground for uncertainty regarding the
admission of the claim itself; or to the
quantum thereof. Insurers would do
well to make very explicit the coverage
and exclusions to avoid a possible
heartburn at a later stage. Policyholders
should, in their turn, be thorough with
the terms of the contract; and wherever
there is need for better clarity, they
should lose no time in getting the points
cleared. It should be the expressed
desire of both the parties to avoid
friction; and they should work in that
direction. Above all, it should be realized
that it is not merely the legal binding
that is the crux of the matter but the spirit
of the contract and to that extent,
insurers should empathize with the
customers in the matter of settlement
of claims.

Grievance redressal in the insurance
industry will be the focus of the next issue
of the Journal. There will be articles
dealing with the different aspects of this
delicate domain, presenting the
viewpoints of the players, the customers,
the redressal forums etc.

- Enswring Smiles

All the Way ...

..l our next issue
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INDIAN INSTITUTE OF INSURANCE SURVEYORS AND LOSS ASSESSORS

Regd. Off: Parishram Bhavan, 5th Floor, Basheer Bagh, Hyderabad - 500004.
Tel: 040- 66626466/ 67 e-mail: iiisla@irdaonline.org

NOTICE

RE: LIST (1) OF APPLICANTS ADMITTED AS MEMBERS TO
THEINDIAN INSTITUTE OF INSURANCE SURVEYORS AND LOSS ASSESSORS

kO]—Fe Indian Institute of Insurance Surveyors and Loss Itis hereby informed that categorization of applicants as 'Fellow'
Assessors (llISLA), hereinafter called the 'Institute’, and 'Associate' members is based on the declaration of
along with the Insurance Regulatory and Development applicants as regards their eligibility for 'Fellowship' and
Authority, had called for applications to the membership of 'Associateship’ respectively laid down by the Institute.
the Institute vide its notices dated 26th November, 2005 and  while separate membership letters shall be mailed to the
10th/11th January, 2006. The last date stipulated for receipt of  members, this may be treated as an initial acknowledgement.
applications for membership to the Institute with eligibility o f there are any errors/omissions in the names and/or address
contest /vote for elections to the first council of the Institute  getails, please do revert to us within 15 days of publication of

was 28th February, 2006. The Institute is pleased to publish  thjs notice, to enable us to carry out the necessary corrections.

the list (1)* of 4340 applicants approved and admitted as its

FOR ISLA
Members for the aforementioned purpose. The list (2)* of Place: Hyderabad (Yegnapriya Bharath)
members whose applications are processed but are not Date: November 10, 2006 Authorised signatory
considered for membership for the present, is also given *(Please refer the website for the details of the lists)
separately.
ORDER
28th November, 2006 IRDA/TAC/031/Nov-06

g onsequent upon TAC Bye-Elections-Ill 2006 for filling one casual vacancy pertaining to the constituency falling under Rule

41(1) (d) of the Insurance Rules, 1939 (as substituted by the Insurance (Amendment) Rules, 2004), Sri Jagdish Prasad
Meena is declared elected as Member of the Tariff Advisory Committee (TAC) .

Sd/-

(C.S.Rao)

Chairman
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Importance of Delivery Mechanism

- Role In Micro-Insurance

Arman Oza opines that conventional models may not be able to accomplish the desired target in the

area of micro-insurance. He further adds that the intermediary may have to don the role of an

integrated financial advisor, if micro-insurance has to achieve the success that micro-finance did.

'Insurance is always sold
- never bought'

‘The sacrifice is real and immediate
but the benefits are distant and
contingent'

'Insurance is a business of claims'

L/< ;he concept of a distribution channel
in insurance could well be as old
as the concept of insurance itself. This
is because of the fact that the sentiment
underlying the above statements reflects
a tangible enigma, both on the supply
as well as the demand side. It is because
of the ubiquitous gap in the perception
of the insured and insurer that
distribution channel could never be
dispensed with, the world over.

While this is true for insurance in general,
the issues in micro-insurance are much
more peculiar and colossal. Micro-
insurance is essentially a risk transfer
tool for the masses that are more
vulnerable to the risks of life, living and
livelihoods. Micro-insurance depicts
certain typical features like small ticket
size, access to widespread rural
population and regional as well as
demographic diversity of risks. Insurers
with their operating offices restricted to
cities and major towns, are therefore in
no position to cater directly to the
insurance needs of rural India. This
apart, the consumer behaviour in
general is conspicuously different in rural
areas making direct selling a virtual
impossibility. These factors cumulatively
make delivery channel the very
conscience of micro-insurance.

Deliverer's Role

Conventionally, the intermediary's role
is understood to be restricted to
enrolment and claim servicing.
However, the very nature of micro-
insurance calls for a much wider
mandate from the deliverer.

a. Risk Identification and Assessment:
The risks faced by the poor are
diverse and vary according to the
geographical and demographic
profiles. Apart from this, affordability
is the biggest deterrent. Due to this

Conventionally, the intermediary's
role is understood to be restricted

to enrolment and claim servicing.

However, the very nature of micro-
insurance calls for a much wider
mandate from the deliverer.

a fair identification of risks and the
assessment of its impact on the
targeted masses is extremely
essential to make the micro-
insurance programme sustainable.
Applying thumb rules by pushing
standard products could prove
counter-productive at times.

b. Education and Awareness:
Insurance as a concept is as much
a dilemma for the poor as it is to the
affluent. Little or no disposable

income makes their understanding
more precarious. This calls for a
concerted effort in educating the
masses on the concept as well as
the benefits. Ignorance of this
aspect could lead to non-renewals
and ultimately render the
programme unsustainable.

Marketing: Everything said and done,
insurance is seldom bought; it is
often sold. The tenets of marketing
insurance to the poor however differ
radically. Building up of confidence
by the deliverer through conscious
understanding of the ground level
realities and addressing their
concerns of credibility about the
system are keys to rural marketing.

. Controlling Adverse Selection and

Moral Hazard: Deliverers are field
underwriters and thus in a better
position to discern instances of
adverse selection and moral hazard.
It is in the larger interest of all
stakeholders to be conscious of the
fallouts of these vices and hence try
to control them at the field level itself.

. Enrolment: This is one of the

conventional roles of an intermediary.
Proper enrolment of the insured into
the programme, involves accurate
documentation of relevant details
about the insured and delivery of
policy documents. Any lethargy in this
process may put the future claim in
jeopardy. Routine as it may appear,
this stage marks the formalizing of
relationship with the insured and
thus warrants due care.



f. Claim Servicing: This role, albeit
conventional, may assume extended
dimensions in micro-insurance.
Helping the insured to collect claim
documents in time as well as
explaining the basis of claims
settlement can be painstaking
especially in case of health and
catastrophic claims. Depending on
the clarity given to the insured during
earlier stages, the time and effort in
claim servicing can be reduced.

Characteristics of a Deliverer

It is clear from the role defined above
that service delivery function in micro-
insurance calls for an intermediary with
multi-faceted traits. The skills expected
from a deliverer would include-

a. Strong Community Risk
Management and Insurance Acumen.
Understanding the nature of risks that
affect the poor and being able to
envisage possible insurance
solutions that neutralize these risks
to the best possible extent is an
integral function of micro-insurance
delivery mechanism. Going further,
since risk transfer through insurance
may not be possible or affordable in
all cases, the deliverer should also
be in a position to think of other
mechanisms or instruments that can
serve the Even where a risk is
insurable, customization of standard
product according to the needs of the
particular community is often
required. purpose. All this is possible
only if the intermediary has a strong
understanding of the principles and
practice of risk management and
insurance.

b. Connected with Masses: In order to
be able to understand the needs of
rural and poor population, the
intermediary should have a strong
linkage with these masses. ldeally
the intermediary has to belong to
these masses. This is essential

because any programme based on
a cursory view of the local situation
bears the risk of being withered away
in due course. This is the last thing
one would expect since the
gestation period in micro-insurance
projects is quite long.

Long-Term Commitment: Insurance
is a long-term business. This is true
not only for the insurer but also for
the intermediary. In fact, even from
the insured's viewpoint, the benefits
of insurance are apparent only in the
long run. Moreover, the small ticket
size makes cost recovery difficult in
the initial years of the programme.
The intermediary thus has to have
the patience as well as the
resources to see off the relatively
long gestation period. It is only after

Even where a risk is insurable,

customization of standard product

according to the needs of the

particular community is often

required.

a palpable change in the community's
vulnerability to risks that the
programme will pick up in the real
sense. Till this happens, the
intermediary has to keep
persevering.

. Well Balanced Attitude: An

intermediary holds a fiduciary
relationship with the insured as well
the insurer. Due to the gaps in
perception and knowledge between
the two, motivations do not always
converge. In such situations, an
intermediary has to demonstrate a
meticulously balanced attitude. The
objective should be to understand
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rather than apprehend, reconcile
rather than reprobate.

e. Administrative Capabilities: Micro-
insurance programmes usually
involve considerable paper work and
management of volumes. It is also
necessary to capture and analyze
data in relation to the enrolment and
claims for the constant betterment
of the programme. Thus a sound
administrative capability also forms
part of the characteristics of an ideal
intermediary.

Current Scenario

The micro-insurance movement is
gradually picking up. With the advent of
private insurers in the market, the much-
needed flexibility in products is coming.
Partly because of the rural and social
sector obligation as also due to the need
to attain rural outreach, the insurers are
now more forthcoming to underwrite
community risks.

The current models in vogue for micro-
insurance distribution include the
conventional partner-agent model
where the intermediary acts purely as a
deliverer of the product. Since the role
played by the intermediary is quite
limited, this model is useful for
distribution of simple products like term
life insurance. Conversely, in a full service
model the intermediary assumes a
comprehensive role of risk assessment,
product development, educating the
potential clients and claims processing.
The insurer in such cases only acts as
a risk carrier. This model is useful for
complicated and service intensive
covers like health and weather
insurance. Community based models
retain the risk themselves by pooling the
contributions from the community. Better
community participation is exhibited
here since the beneficiaries themselves
are the fund managers. These models
are appropriate for 'low severity high
frequency' risks like primary healthcare.
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Provider models are the new
additions in the micro-insurance space.
Service providers like hospitals who are
anyway involved in the service delivery
chain, integrate themselves fully by
assuming the risk themselves. These
models have a good potential in health
insurance.

The micro-insurance movement has
gained momentum on account of active
participation from Non-Governmental
Organizations (NGOs), Community
Based Organizations (CBOs), Micro-
Finance Institutions (MFIs), Co-
operatives and Self Help Groups
(SHGs). Certain healthcare providers
have also entered with their provider
models. In many cases, State
Governments have also actively
encouraged micro-insurance.

Challenges in Micro-insurance
Distribution

Micro-insurance is in a way insurance
for the masses. There is something
‘macro’ to it in terms of scale. The very
objective of micro-insurance is to make
an impact on the vulnerability of the poor,
which implies the existence of a definite
scale even at the intermediary level.
Without a sizable penetration into the
targeted community, the benefits of
micro-insurance on the overall risk
patterns of the community will never
become apparent, thus threatening the
very sustainability of the programme.

Geographical spread is another
dimension that needs to be tackled
scrupulously. While a fair extent of
spread will ensure the benefits of
diversification, it will result in burgeoning
service delivery cost that is already quite
high in case of micro-insurance. Since
micro-insurance mainly targets rural
areas; the delivery cost in terms of
education, marketing, enrolment and
claim servicing is bound to be high. Thus
scale is the co-efficient while spread is
a factor in the viability equation of a micro-
insurance intermediary. Attaining
financial viability is extremely important

for any venture. In micro-insurance,
because of the complex equations,
establishing trade-off between the
co-efficients and factors becomes
ticklish. The answer probably lies in
meticulous financial planning as well as
convergence of micro-insurance with
other activities like micro-finance.

Another issue in micro-insurance
distribution is the holistic approach
towards Community Risk Management.
The poor face manifold risks the
combined effect of which is their
vulnerability and poverty. Some of them
like health are more manifest while
others like weather are subtle. If micro-
insurance is seen as a tool that can
impose a lasting impact on the risk
profile of the community, an aggregated
approach towards all the risks faced by

the poor will have to be adopted.

Service providers like hospitals
who are anyway involved in the

service delivery chain, integrate

themselves fully by assuming the

risk themselves.

Going still further, considering poverty
as a cumulative product of a plethora of
risks (whether insurable or not) of life,
living and livelihoods, a distinct
convalescence of the community will
never be seen unless most of these
risks are addressed. Tendencies to
focus only on life or health insurance
bear the risk of ignoring a host of other
risks that may be less frequent but more
severe. Micro-insurance should
therefore be the starting point for
addressing the risks and eventually the
intermediary should be prepared to take
up other community risk management
solutions like savings or livelihood
creation.

In order that micro-insurance
intermediaries become capable of
handling insurance programmes at the
community level and eventually go
beyond, capacity building has to be
taken up at the sector level in a big way.
Knowledge sharing by the existing
players, getting organized and creating
synergy will only make a sizable dent in
the vulnerability of the poor.

Looking Ahead

If the limited outreach of insurance (life
as well as non-life) vis-a-vis the
population is any indication, micro-
insurance is very much here to stay and
thrive. Despite the growing share of
insurance in the country's GDP, the
absolute numbers of insured
population continue to be abysmally low.
With increasing competition on one
hand and the fast saturating urban
markets on the other, insurance industry
like other sectors is bound to start
looking at the rural markets very shortly.
While all this looks promising for those
engaged in micro-insurance
distribution; issues of viability, adverse
claims experience and management
need to be overcome. Enabling
regulation, policy support from the
Government, better use of Information
Technology, etc. will augur well for the
sector. It will be interesting to see if micro-
insurance as a sector can emulate the
micro-finance growth story.

(I would like to mention a word of
acknowledgement for VImoSEWA, the
insurance programme of Self
Employed Women's Association,
Ahmedabad. The inputs received by me
while working with them have helped
me a lot in writing this article).

*

The author is a qualified Company
Secretary and an Associate of Insurance
Institute of India; and is a consultant
based at Ahmedabad. He can be reached
at armanoza@hotmail.com.
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Brokers in India and Other Markets

- A Comparative Study

'Indian insurance market is proceeding on the right lines on brokerage remunerations, capital needs,

foreign equity participation, a proper code of conduct for brokers to follow etc.' says G V Rao.

J(j he three 'A's of product
desirability:

The three 'A's for spreading the
message of insurance, as an instrument
of financial security, are: (l) the
affordability of the product to the
consumer (ii) its acceptability, as need
based and necessary at the given cost
and (iii) its easy accessibility if both the
other two 'A's are found acceptable to
the consumer. It is for the distribution
channel to play the role of discovering
and highlighting the risk exposure
needs of the consumer and obtain for
him the product that serves his needs
as the best. Agents of insurers, brokers
representing the consumers as their
agents and direct selling by insurers
constitute the core of the distribution
chain of the marketing of insurance
products.

New role for distributors:

Distributors have an important role of
'marketing' in a future non-tariff
environment, as opposed to mere
'selling' in the current tariff environment
with availability of pre-packaged
insurance products with fixed price tags.
There is presently little opportunity for
distribution channels to display their
marketing and technical capabilities for
analyzing risk exposures and playing a
consultative role. All this is going to
change soon; with distributors expected
to emerge as professional consultants
rather than perform as street salesmen.

Identification of risk exposures of a
designing a suitable
insurance product for them and then
soliciting rates from insurance providers

consumer,

calls for expertise,
negotiating and communicating skills of

a high order.
Scope of the article:

knowledge,

This article proposes to discuss and
highlight how the broker distribution
channel in India compares with those
of the developed and developing

Distributors have an important role
of 'marketing' in a future non-tariff
environment, as opposed to mere
'selling' in the current tariff

environment with availability of

pre-packaged insurance products

with fixed price tags.

countries. There is little information
available to the public of the broker
systems elsewhere.
Expectations, in the absence of such

information, at least on some of the

prevailing

broker issues are pitched either too high
or too low. This narration and discussion
would, hopefully, bring in more clarity to
the broker issues debated.

Recently a committee was appointed to
review the current brokers' regulations
and to suggest suitable changes

therein to make them to be in alignment,
with a wholly free rate regime to operate
from next year. An opportunity for product
innovation would arise later, after the
dust of rate competition has settled
down. For the present, appropriate rate
fixation for current risks is what the
brokers are expected to look at seriously.

How does the Indian broking system
compare with those of the other
countries: notably, China, the UK, France,
Singapore and the US? An
understanding and analysis of the
systems prevailing there would give a
better appreciation of the broker status
in India to the brokers, the insurers and
to the large section of consumers in
India, on the role of the broker. The
current regulations in India on brokers
are precise, comprehensive and pro-
consumer. Broking system is new; and
introducing it in 2002, in a predominantly
tariff environment, has made their entry
rather difficult. They perceived their role,
as merely replacing the roles of
development officers and agents of
insurers, adding to the acquisition costs
and lowering of rates.

To come out of the stigma of having been
perceived as the spoilers of the market,
rather than as true professional experts
for the consumers, is a daunting task.
Would their stripes change?

India:

The GDP of India in 2004 was about USD
700 billion. The non-life premium was

11
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USD 4.3 billion, according to Swiss Re's
Sigma. India has the largest percentage
of young population in the ages of 15-
25 years among all the countries. The
literacy rate is an impressive 65 percent
with proficiency in English language
high. The percentage of the ‘consumer
public', wanting to borrow from banks
and other lending institutions, is growing
rapidly. The public is increasingly turning
pro-risk and debt-minded, making
insurance an acceptable instrument of
either a collateral; or of savings. The
public looks at the three 'A's stated above
and an opportunity is created for the
brokers' role.

The minimum capital required for
licensing a broker is Rs.50 lakh. A
qualifying examination is prescribed for
the Principal Officer and the soliciting
brokers. Functions and duties are laid
down. Remuneration is capped. Brokers
do not generally deal in clients' monies.
No single client is to give more than 30
percent of premium. The number of
direct brokers are 200, with composite
additional 25 and
reinsurance brokers another 4.

China:

We often compare ourselves with China
and it is, therefore, good to begin with
the situation in China. China's GDP in
2004 at US$ 1600 billion is more than
twice of India's US$ 700 billion. The non-
life premium of China is US$ 17 bn as

brokers an

against US$ 4.3 bn of India's, nearly four
times higher. To give the reader an idea
of where the two countries stand in the
global community; the world GDP was
US$40,630 billion and the total non-life
premium was US$ 1400 billion.

The broking regulations in China came
into force in 2000. The domestic brokers
are to be joint-stock companies with a
minimum capital of US$1.2 million. At
least 70 percent of the shares should

be held by corporate entities. This is
indeed tougher than the Indian situation.
Individual brokers must meet a minimum
educational standard and must pass a
qualifying examination. Brokers can work
nationwide but are allowed only one
office in one city initially. Expansion to
other cities is allowed after a period of
time. Indian regulations are more liberal.

The number of broking licenses issued
in China was 210 at June 2005. (India
has about 230 brokers). The share of
non-life market controlled by brokers is
3%-4% for 2004. It is expected to rise to
10 percent in 2005. Currently brokers
indulge in taking away existing direct
accounts than they are at creating
genuinely new business. This has led
to drop in rates and pushed up

The Chinese experience on broking
as a distribution channel must be
of interest to the entire Indian
market, as we share many
similarities with them. Are we

more progressive than our Chinese

counterparts?

acquisition costs. (The situation is
similar in India).

State-owned enterprises are allowed to
take broking licenses for in-house
professional advice, for earning
commissions and as a commercial
investment in a new and developing
sector. Even large insurance companies
like the PICC have set up brokerage
houses. The insurers thus maintain
control on the distribution process and
to provide employment to redundant
employees.

The domestic brokers in China, given
their inexperience in risk management

and other areas of expertise, are more
focused on price than on technical
service. Large state owned enterprises
organize broker tenders based on fees
and a small commission. (Situation in
India is not different)

For foreign brokers to be allowed entry,
the broker must have been in existence
for 30 consecutive years or more and
must have had representative offices
in China for two years. The broker must
have total assets of USD 500 million
on ‘'accession'. The brokers may enter
the market as a joint venture with 50
percent equity participation. After three
years it can be raised to 51 percent. After
five years, they can establish wholly
owned Chinese subsidiaries.

Agency commissions are capped by a
MOF ruling, like ours by the IRDA.
Insurers often quote net rates to be
grossed up. For Property and
Engineering, brokerage ranges from 15
percent to 25 percent; for Motor 8
percent to 18 percent; Group PA 15
percent to 25 percent.

All promotional material must highlight
policy exclusions. Even the size of the
font to be used for such exclusions is
specified to highlight them to
consumers.

The Chinese experience on broking as
a distribution channel must be of
interest to the entire Indian market, as
we share many similarities with them.
Are we more progressive than our
Chinese counterparts?

The U.K:

The UK is the country that has promoted
professional brokers and gave a taste
of their expertise and professionalism
and their ethical conduct across the
world insurance markets. The UK had,
in 2004, a GDP of USD 2100 billion and
a non-life premium of USD 105 billion.
The GDP is thrice that of India but the



non-life premium is more than 25 times.
This is due to international business
flowing to the UK in abundance.

Indian market for centuries has modeled
itself on the UK pattern for a variety of
business practices, not the least, the
insurance sector. It is quite baffling how
the UK Govt. did not permit entry of
brokers when they enacted the
Insurance Act 1938. The broking
community is the dominant sales
channel in the UK accounting for 55
percent of all non-life premiums. 85
percent of this represents the
commercial risks.

The brokers are self-regulated under
BIBA and the individual brokers and the
bodies corporate were required to be
registered under the Insurance Brokers
Registration Act 1977. The EU Insurance
Mediation Directive, however, required
all the intermediaries to be regulated by
a statutory body. The FSA, though
reluctant, had to assume responsibility
for the brokers' regulation from 14th
January 2005.

The capital structure required for
brokers, unlike in China, is relatively low.
To maintain independence, brokers
must deal with a minimum of four
insurers and not to derive more than 35
percent of their brokerage income from
one insurer. In India, we specify, the
amount of business and not the
brokerage income as the guide.

Because of the high ethical standards
practised by the entire market; the
insurers, without scruples of any conflict
of interest, often issue binding authorities
to brokers. There are also specialist
brokers, who specialize in certain types
of high value and technologically
complex risks. The brokers tend to
professionalize their activities in the
customers

interests of serving

competitively better. To grow bigger, M&A

activity among brokers is rampant. All
large accounts are handled on a net
premium plus fee basis. It appears that
it is attractive to consumers; because
fees attract VAT, which is normally
recoverable from the tax authorities;
rather than the insurance premium tax
levied, which is not recoverable.

When insurers quote net premiums,
there is a greater pressure exerted by
brokers on the rates quoted, particularly
as the brokers' earnings of fees,
recoverable from the customers are
independent of the premium levels. If
this situation is duplicated in India and
the brokers' earnings are de-linked from
the premium or rate levels, this system
seems to be of a greater benefit of to the
consumers. Such an idea has not yet

In the UK, fee-based competition
among brokers has risen so high,
that it is not uncommon for brokers

to handle prestigious accounts for

no fees at all or even at a loss to
themselves!

been considered in the Indian scene
either by the broker or the consumer. In
the UK, fee-based competition among
brokers has risen so high, that it is not
uncommon for brokers to handle
prestigious accounts for no fees at all
or even at a loss to themselves!

In the Indian context, one of the
questions to be examined is: since the
premium includes
brokerage/agency

payable, apart from risk premium, would

component
commission

it be fair to expect a consumer to pay
service tax on the intermediary
remuneration that an insurer pays to
business?

procure Larger the
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brokerage/ agency commission, the
more the consumer is penalized by
payment of additional service tax!

The range of brokerage paid in the UK
for Commercial Property is 15 percent
to 17.5 percent; for Motor 2.5 percent to
7 .5 percent; Household Insurances
from 12.5 percent to 15 percent; and for
Marine Cargo, it is about 20 percent.

How different are our business
practices in India? The broking
community in the UK is a model of
rectitude in ethics and professional
conduct. They have to be so; considering
the huge amounts of business that
pours in to London from all corners of
the globe. They have been trendsetters
and role models in how the principle of
utmost good faith is translated in
business transactions. They excel in
laying standards for the future and invent
products in close co-operation with
underwriters. They command the trust
and confidence of both the insurers and
the insured to such a high degree that
the Indian market users must regard
them, as a model to be emulated.

France:

The French GDP was USD 2000 billion
and the non-life premium was USD 66
billion. By premium volume, the French
broking market is the third largest in the
world after the US and the UK. 75
percent of the business handled is in
respect of business risks, as opposed
to individual and health business.

The intermediary commissions are not
controlled by law. The guidelines are as
below:

Property (Industrial) 12.5 percentto 17.5
percent; Auto 15 percent; Construction
10 percent;

Personal Lines 20 percent.
Singapore:
There are 41 direct brokers, 9

reinsurance brokers and one

13
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composite broker. There are six Lloyd's
accredited brokers. The brokers are
regulated
Amendment Act 2001 which was

under the Insurance
implemented in 2002. The minimum
capital required for a broker license is
USD 177,500. Every broker must
maintain a net asset value of at least 50
percent of his or her minimum capital.

Brokerage payable is governed by
market agreements. In Fire, Motor,
Engineering, Marine Cargo, it is 10
percent brokerage. On large projects,
brokers work on a fee basis.

The US:

The GDP of the US in 2004 was USD
11,700 billion and the non-life premium
amounted to USD 600 billion. The
distinction between brokers and
independent agents in the US is getting
blurred. They are getting replaced with
the term "producers". There is a class
distinction between smaller brokers and
the big ones. IIABA attracts smaller
brokers and the international and big
ones are with CIAB (Council of Insurance
Agents and Brokers). The latter places
80 percent of all US insurance business
products and services commercial,
industrial and governmental interests.
The CIAB is a national organization
wanting speed in market reforms. IIABA
operates on a state-by-state basis, and
is interested in local regulatory issues.

Marsh with a brokerage income of USD
5250 million and Aon with USD 3230
million top the market. Ranking next is
Arthur J Gallagher with USD 1100 million
and Willis with USD 1000 million.

Insurance commissions are not
regulated. Large brokers negotiate fees
with the large customer and then they
negotiate the basis of premium with the
insurer net of commission. Commercial
lines fetch up to 15 percent; Auto 15
percent to 20 percent.

Final word:

What does the above narrative suggest
to the reader? That the Indian insurance
market led by the IRDA is proceeding on
the right lines on Dbrokerage
remunerations, capital needs, foreign
equity participation, a proper code of
conduct for brokers to follow etc. With
the market likely to be freed from tariff
rate structures soon, the net premium
concept for large accounts would gain
prominence.

More and more state-owned enterprises
may go in for brokerage licenses. This
should be encouraged. Professionalism
and expertise can be built up only by
handling of major corporate risks. It is
likely that more bodies corporate would
consider entering the broker market in

Insurers would come under
increasing pressure to show up
their technical and underwriting
expertise. They need to justify the

rating structures more scientifically
than hitherto.

a big way. It gives them a brokerage
income to be shared with other
professional brokers, with whom they
could work as a consortium. Co-broking
in India is permitted. There would be
greater sensitivity towards risk
management on the part of larger
consumers to get lowered rates.
Insurers would come under increasing
pressure to show up their technical and
underwriting expertise. They need to
justify the rating structures more

scientifically than hitherto.
Ultimately, it is for the Indian broking

fraternity not to expect bailouts and
incentives from IRDA in the form of

entitlements. They now have the
freedom to quote the fees, apart from
the brokerage they want from the
consumers and then bring pressure on
insurers to quote appropriate rates,
based on individualized track record
and risk management practices. It is
now a battle for supremacy on the
technical and negotiating front. It should
not be reduced to a battle for monetary
rewards alone, as practised now.

In the UK, in China, in France and in
Singapore; all broker regulations
introduced are new, the same as in
India. The challenge before all the
players is: Will they all co-operate to
build an insurance market on

professional and ethical lines,
responsive to consumer needs of today
and tomorrow, without seeking
temporary financial gains for one at the
expense of the other? Ensuring that
consumers trust the market system
should be more important to all the
stakeholders than pursuing monetary
rewards to flow without adding value to
what one professes one is capable of.
Performance delivered, and not merely
the promise to perform, is what the

consumer wants.

(The information quoted in this article
is based on a report of Axco, a UK
based information service provider with
a 40-year experience in conducting
research in 160 countries across the
globe).

*

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




The Broking Profession

- Road Ahead and Challenges
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Radhakrishna C. opines 'lt is commonly believed that de-tariffing will be a blessing for Brokers and

the market will become "broker-dominated" overnight'. He hastens to add 'it is naive to assume

that this will happen almost magically and overnight'.

Jéhe role of a broker in the growth of

the Indian Insurance industry has
been a subject of debate among
stakeholders ever since the first licence
was issued by IRDA almost 4 years ago.
'Our position dictates our view' - therefore,
there are various view points ranging
from 'brokers are indispensable' to
'‘brokers add no value and are nothing
but a hindrance' depending on who you

are talking to.

The truth, as usual, lies somewhere
between these two extreme statements.
Unlike the developed western markets,
Brokers in India have neither proved
themselves indispensable to their
customers (and/or insurers) nor have
they been a total hindrance (as some
would have you believe). Among broking
circles, it is often discussed (in a tone of
awe and some envy) that, in countries
like the United States of America, when
a client approaches an insurer directly
(rarely), he is invariably directed to a
broker first. While this surely sounds like
a win-win-win scenario for the client, the
insurer and the broker, we in India are
quite a distance away from such a

scenario.
The market is still evolving: while the
share of brokered business has certainly

gone up substantially since 2003, clients

have yet to accept a broker as readily as
they would, perhaps, an internal auditor
and insurers still prefer to deal direct for

various reasons.

What then does the immediate future
hold for the Broking industry? Will de-
tariffing prove to be the magic mantra

for broking as it is held out to be?

INDIAN BROKING INDUSTRY -
SOME STATISTICS

Among broking circles, it is often

discussed (in a tone of awe and
some envy) that, in countries like
the United States of America, when
a client approaches an insurer
directly (rarely), he is invariably
directed to a broker first.

Before we proceed further, it may be of help

to capture some statistics at this point.

e There are a total of 232 licensed

brokers operating in the market today
e This number breaks out into:

¢ Direct Brokers - 201

+ Composite - 27

+ Re-insurance - 4

e Significantly, the year-wise number of
licences issued by IRDA has been
dropping steadily as can be observed

from the statistics given below.

¢ 2003 - 138
+ 2004 - 48
+ 2005 - 34

+ 2006 (till date) - 12
This could be an indication of the fact that:

a) the market has stabilized to some

extent and

b) IRDA is getting more stringent on

licensing norms.

¢ Unlike other markets where Brokers

focus on Commercial / Institutional

Broker Categories

Year-wise Licences
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business - leaving the retail
(including life) market to agents,
a large number of Indian brokers have
ventured into the retail space -
perhaps to exploit the burgeoning
market and/ or due to the restricted
size of the "tariff-driven" commercial

market.
DE-TARIFFING

It is commonly believed that de-tariffing
will be a blessing for Brokers and the
market will become "broker-dominated"
overnight. With the opening up of Pricing
and eventually Forms (i.e. wordings) to
market competition, the wider choice
created for the customer, coupled with
his lack of specialized market
knowledge and time, would mean more
dependence on a trusted and
knowledgeable partner to help him

navigate the choppy waters.

But it is naive to assume that this will

happen almost magically and overnight.

There are several challenges which lie
ahead for the industry to overcome - the
biggest among them being absence of
trained manpower and inability to attract

the best of talent from other industries.

THE MANPOWER CHALLENGE
Unlike

consultancy or agency businesses,

boutique services like
broking works best when it is scaled up
across locations and across a wide
range of clients and industries. The
cross-pollination that occurs is
beneficial to the entire process of risk
management, coverage enhancements,
price-negotiation and claims handling

for the client.

The immediate implications of scaling

up any business model are:

* Need for a larger team

* Need for the owner-manager to
delegate some of his functions to his

team

* Loss of the personal touch normally
maintained by owner-managers with

clients

The broking industry's biggest challenge
is to manage this scaling up
challenge and grow their businesses
without compromising on

professional service standards as

laid down by IRDA and as demanded

by clients.

Unlike boutique services like
consultancy or agency businesses,
broking works best when it is
scaled up across locations and

across a wide range of clients

and industries.

This is especially so in a market where
supply of trained manpower is scarce
and a career in broking is not
considered the best of career options
by the creme de la créme. A dipstick
survey of all broker-teams across the

country reveals the following:

* there are only a handful of Chartered
Accountants and IIT/ lIMs in this

industry even today

e only a handful of brokers participate
in the campus recruitment exercises
of the premier management institutes
- and that too only in the 2nd rung
institutes like ICFAI, NMIMS, Amity etc.

The broking business is an interesting
mix of 'sales' and 'consultancy'. A broker
is both an intermediary working for a
commission and a professional
consultant giving technical advice (like
a doctor or lawyer); and seeking
professional indemnity protection. As
such, what we need is a mix of soft skills
(marketing / relationship building /
negotiating/ deal closing) and technical
(read: insurance product knowledge).
It is highly unlikely that a big-ticket
corporate customer will feel
comfortable handing over his Rs.200
Lac insurance portfolio to a person
lacking in any of these departments (eg:
a marketing whiz kid who thinks a CAR
- Contractor's All Risks - policy can be
used to cover the CFQO's 4-wheeler OR
a technical genius who refuses to
accept that even a claim repudiation

can be done without hurting egos).

While the entire industry is convinced
that the Broker's role will be dramatically
different post-April 2008, there seems
to be an ostrich-like tendency to ignore
the fact that none of these brilliant
results can be achieved without an
abundance of fully trained and
competent set of people. Deeper
penetration of insurance usage;
understanding of the client's risk
profile, designing an appropriate
product and coverage for him; guiding
the client on loss control measures,
value and

adding making

comprehensive underwriting
submissions to insurers (thereby
reducing their work load); and skillfully
handling large and complex claims -
all these require a certain set of skills.

Ignoring this need can only lead to short



term measures to gain market share

(including unethical practices).
SOME IDEAS ....

The general insurance industry has still
not woken up to the fact that all its
constituents need to work together for
the growth of this fledgling industry. We
have outstanding examples of at least
two industries which grew at an
exponential rate by adopting a
collaborative rather than confrontationist
approach - the mutual fund industry
(during late-nineties) and the private life
insurance industry (recently). We would
be better off building the right talent pools
and the knowledge resources rather
than cribbing about each other's

deficiencies and practices.

* For starters, the industry can form a
loose association covering all its
organized constituents - insurers,
brokers, TPAs, corporate agents and
banks. This would be in addition to
their specific associations - primarily
for advancement of knowledge and

skills sets.

* IRDA and NIA (National Insurance

Academy) should take the lead and

work with insurers and leading
brokers to design courses and
training inputs for specific product
lines and specific needs of all its

constituents.

They should work with colleges
offering Insurance courses and
assist in preparing practical and

user-friendly syllabi.

They should encourage more
colleges across the country to start

courses in insurance

The 100-hour training agenda (which
is a one-time intervention and not
sufficient to meet ongoing training

needs)

¢ Should be made more accessible
- currently it is available only in

Mumbai, Delhi and Chennai.

¢ Should be supplemented by
several more short-term courses of
2-3 day duration on specialized
topics

NIA could consider setting up
satellite Academies in other cities -
co-sponsored by all the General
Insurers and perhaps the Insurance

Brokers Association of India. These

I 1
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Academies would conduct training
programmes both full-time and part-
time so that talent from outside the
industry could be brought in and

trained.

Frankly, building a responsible,
competent and versatile talent pool
across all levels and segments of the
industry is definitely as important, if not
more, than worrying about where
brokerage rates would stabilize after Jan

1, 2007.

After all, as SEBI maintained during its

recent "disgorgement" order on
Depository Participants (November 22,
2006) - the intermediary has a more
responsible role to play in the efficient
functioning of markets than any other

player.

The author is Director, India Insure Risk
Management Services P Ltd. The views
expressed in this article are the author's
personal views.
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Retaining a Life Policy

- Distributor's Ethics

Training and qualifications are more in the form of gauging distributors' eligibility. The essence of their

efficiency lies in the value they add to the prospect's needs' opines D.V.S. Ramesh.

'ynsurance products are no different
to FMCG products; insurers

should aggressively market insurance
products on the lines of FMCG products”
- Finance Minister Mr P Chidambaram.

Availability of business potentiality,
identifying the right market segments
and reaching the market are the main
items in the business agenda of any of
the sectors, more relevant while
marketing an intangible service like
insurance. This is particularly relevant
in a nascent and developing market like
India, where the awareness about
insurance is very much limited even
amongst the higher strata of society; and
the stress on developing an acceptable
distribution channel will be there on the
shoulders of its stake holders. The
convergence of financial markets
triggered their conversion to retail ones
turning them as markets of choice from
markets of demand. Retailing a financial
product will have many intricacies while
insurance products need involvement of
an interface due to complexities of
products. Products that are simple to
understand, easy to underwrite are the
few that could be promoted through
retailing. Even to promote the retailing of
insurance product, an effective and
reliable distribution channel should be
developed. The personnel manning the
distribution network of an insurer are
bound by a set of code of conduct which
should be adhered to not only by the rule
of law but more by a feeling of empathy.
Ensuring adherence to this code by
divergent distribution channels is a
challenge to an insurer.

The extension of the contours of
distribution channels to other institutions

with the entry of private players has
undoubtedly enhanced the competitive
structure of distribution network in India.
Tapping the available inherent strengths
of institutions has contributed to the
increase of deeper penetration of
insurance market. From a mere 1.93
percent in 1999 insurance penetration
has shot up to 3.17 percent in 2004. This
outstanding result is only an outcome
of the wide reach of various distribution
channels, apart from development of
individual agency channel on
professional lines. Evolution of wider

Retailing a financial product will

have many intricacies while
insurance products need
involvement of an interface due to

complexities of products.

range of product choice, buoyant
economic growth and rising income
levels also fuelled the growth of
insurance business. Though, opening
up of insurance sector has introduced
multi layer distribution network, the
traditional individual agency channel is
still ruling the roost with 88.65% of new
life business underwritten for the year
2004-05. However, the gains of other
institutional channels are quite
remarkable for the same period with
8.77% while direct business done is

only 2.58% of new life business
underwritten.

The development of alternate channels
like direct marketing, work site marketing
etc. will create awareness about an
insurance product which in turn may
help the individual agents as a
prospecting tool. It is a natural inclination
amongst most of Indians to rely more
on advice of a financial advisor before
investing high amounts of premiums.
And hence the importance of their role
in the financial world.

Apart from other prescriptions;
qualification, training and code of
conduct may be hallmarked as the core
of the entire spectrum of regulations
governing distribution channels. While
a qualification is just a passport of entry
norm, training is expected to equip the
distributor enabling him to have a need
based approach towards the customer.
With the development of insurance
markets, the introduction of new
products with diversified features and of
convergent nature; the onus of imparting
better training norms lies with the
insurers irrespective of regulatory
prescriptions.

The prescribed code of conduct of any
professional is one of the difficult tasks
to enforce. An insurance advisor,
especially, has to run a tight rope walk in
managing the interests of client, his
principal (that is insurer) and his own
self interests. While transmitting and
disseminating material information fairly
to/from the insurer and the client, the
advisor plays a key role.

Prohibition against inducing a
policyholder to terminate his existing life



insurance policy with the intent of
promoting a new policy and gain a
handful of commission could be termed
as the bedrock of prescribed code for
licensed intermediaries. With the
changing life styles, changing market
scenarios and with the entry of novel
products this code draws significant
attention from all angles. One of the
driving forces of an intermediary to
promote/sell an insurance product is
the remuneration package offered on a
product. While the remuneration offered
is part of the overall expense
assumptions of a product, it is expected
to be within the framework of statute.
Section 40 of Insurance Act, 1938 that
governs this element has allowed a

higher proportion of first year
commission gradually reducing
subsequent years' renewal

commissions. This pattern of
remunerative system, though not a sole
reason, may encourage in churning of
insurance business from one insurer
to the other; or from one product to the
other when a policyholder is advised to
surrender his existing policy to take
another life policy. This aspect will be
neither beneficial to the insurer in view
of heavy new business strain, nor to the
policy holder nor to the agent.

The premium on a conventional life
insurance policy will be on a level
premium system; as age advances
premium payable on a life policy
increases and more steeply on
reaching advanced ages. Based on the
underwriting policy adopted by a life
insurer, a policy holder may not even be
eligible to take another policy for the
same sum assured owing to changed
life conditions. On other hand
surrendering an existing policy will be
always subject to loss to the life assured
as only a portion of paid up and vested
bonuses is paid. In case of unit linked
plans, where the possibility of this
practice may be rampant; it works
against the fundamentals of the product
itself. As opposed to the practice in a
traditional life policy, the action to
terminate a unit linked plan may even
start from the policyholder. Here comes
the effective advisory role of a right

intermediary. The concept of unit linked
policies work on the principles of rupee
cost averaging, whereunder a
policyholder can enjoy better returns
only in the long run. The results shown
in the short tenure are not even
indicative of their performance in the
longer run. As a fund under a unit linked
policy grows, the mortality costs payable
by policy holder reduces, as this cost is
charged on sum at risk (equivalent sum
assured minus value of the fund) and
the policy holder enjoys the privilege of
getting the same risk coverage of the
sum assured with relatively lower cost
of mortality charge. Inducing the
termination of a unit linked plan may
tempt the policyholder in indulging in
this speculative trade even with his life
policies thereby depriving him of
building up an estate.

The limitations of time and space

work against essential ingredients

of insurance marketing if

promotion of insurance products is
routed through malls on the

lines of credit cards.

An insurer on the other hand has to bear
the new business strain due to the early
termination of the product. From a
business perspective, retaining an
existing customer within his fold may
eventually yield dividends in the long
run. Same is the case with a financial
advisor. Providing the right advice
keeping in mind the long-term interests
of a prospect will enable him to win the
loyalty of the customer. A satisfied
customer of an advisor is like a never
ending referral data base. Training an
advisor with a focussed approach in this
regard would ultimately reap the
dividends.

Curtailing this practice would be a
challenging task while retailing
insurance through outlets, where the
focus may be more on a sale. The
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limitations of time and space work
against essential ingredients of
insurance marketing if promotion of
insurance products is routed through
malls on the lines of credit cards.
Protecting the interests of policyholders
could be achieved by insurers grooming
the right personnel of the targeted
distribution channel.

In some advanced markets, regulators
do intervene to curtail these practices by
imposing restrictions on agents and
insurers. Regulation 60 of New York
State Insurance Department considers
replacement of a life insurance policy or
an annuity contract when an existing
policy was lapsed, surrendered,
forfeited, made a reduced paid up,
reducing sum assured or premiums;
with intent of purchasing a new life
insurance or new annuity. Disclosures
are to be made by agents by duly
notifying to the client, to the insurer
whose policy is being replaced and to
the insurer replacing the policy. The
relevant forms do contain in bold font
that it is not in the best interest of the
client to terminate the existing policy with
the intent of purchasing a new policy;
and urges the client to contact existing
agent or insurance company prior to
finalising the transaction. The rules
framed by Life Insurance Association of
Malaysia on replacement of policies
prohibit payment of a commission on a
replaced policy within one year of the
termination of original policy.

However, self discipline is the best
practice to be adopted. Rules and
regulations will only provide a broader
framework within which the involved
players shall work transparently.
Following the best professional
practices in true spirit, works as the
lifeblood of a financial advisor. As already
mentioned, rendering an advice with
empathy works in favour of professional
practices. Onus of grooming advisors on
these lines again rests with the insurers
and their training modules.

*

The author is Senior Assistant Director
(Life), IRDA. The views expressed in the
article are his personal views.
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Role of Distribution Channels
- A Paradigm Shift

'In light of the rapid transformation that is being observed in the Indian insurance industry,

today the customer has multiplicity of choices of service providers; of products and services;
distribution channels etc.' avers S.VISWANATHAN.

jt is common knowledge that

distribution channels are the
prime drivers of growth for any
organization. Distribution Channels are
the enabling mechanism through which
organizations ensure that their products
and services reach the market. The
speed with which you reach the market
place, the quality of interaction, the
constituents of the distribution channels
i.e. the intermediaries have at the market
place will decide the growth graph of the
Company. The market share of the entity
will depend on the share of Heart, Mind
and Wallet of the customer and it is no
wonder organizations globally are
continuously engaging themselves in
upgrading the capabilities of their

intermediaries.

One very interesting dimension of the
whole process of intermediation (in
insurance industry) is that, world over the
tied agency channel has yielded place
to multiple distribution channels. This
is primarily to ensure that the reach is
increased, the customer base is
enlarged, to have an adequate channel
mix for different segments of market and
to ultimately ensure growth in volumes.
This transformation has happened not
without any basis, for, today markets are
moving from being product driven to
customer driven. Hence it has become
essential for companies to reinvent

themselves, in their run to be ahead of
the competitors.

The insurance industry in India is
undergoing a major transformation after
the advent of deregulation and entry of
new players into the market. The new
players who have come into the country,
through their foreign partners have
brought in new technology, new products
and at the same time have ushered in
multiple distribution channels, in order

One very interesting dimension
of the whole process of
intermediation (in insurance
industry) is that, world over

the tied agency channel has

yielded place to multiple
distribution channels.

to have economics of scale. The
intermediation process in India, in the
insurance industry prior to opening of
the sector was wedded to tied agency
channel mainly due to the structure
followed by LIC and the four PSU non
life companies. Of course, full credit has
to be given to the "friendly
neighbourhood agent of LIC" for
mobilizing the household savings in

substantial volumes and enabling LIC

to be a market leader in the domain of

the life insurance.

However, the transformation which has
been brought in by the opening of the
sector has changed the value
proposition for the distribution
channels. Today the customer has
multiplicity of choices of service
providers; of products and services;
distribution channels etc. As a sequel
to this, the distribution channels have
to be customer focused as compared
to product focused; keep in mind the
long term results as against the low
hanging fruits; migrate from a push
orientation to a pull orientation and
move to strategy driven activities vis-a-
vis transaction driven activities. The
measuring rod for the efficacy of each
constituent of the distribution channels
is the pace and ease with which the
new paradigm shift is adopted by them.

Besides the tied agency channel, the
distribution channel matrix comprises
of other entities like Corporate Agents,
Brokers, Bancassurance channel,
Direct marketing, Tele marketing, Net
marketing, Worksite marketing etc.
Other than the tied agency channel, all
other constituents go by the generic
name of Alternate (Alternative)
Distribution Channels. The new
companies which have come into India,

are drawing their strength on alternative
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channels of distribution as compared to
tied agency channels. Mainly the
emphasis revolves around developing
the Bancassurance channels by tying
the knot with Banks either through a
Referral

Corporate Agency or

arrangement. Of course, the Public

sector companies have not lagged

behind in developing the
Bancassurance channel. The
Regulators both in banking and

insurance have been proactive to this
development and quite a lot of good
measures have been put in place to
enable bancassurance ventures to be
in place. The other two important entities
viz. the corporate agents and Brokers
however have not made any significant
mark in their contribution to the whole
kitty, particularly in life insurance market.

In a competitive environment, with
customer occupying the centre stage,
the corner stone of success will depend
on matching the appropriate customer
segment with the right distribution
channel. Life Insurance companies in
India including LIC have to make

conscious efforts to make this happen.
The capacity building for the
functionaries of distribution channel,
their
technology utilization will be the core

knowledge level, and the
concerns of the organizations. With
boundaries getting blurred, financial
services are getting integrated and the
concept of Wealth Management or
Personal Financial Planning is
becoming significant. At the same time
customers expect service delivery
standards at a very high level promising
a zero defect environment and all
services to be on real time. The concept

of '24x7, anywhere-anytime' is getting

In a competitive environment,
with customer occupying the
centre stage, the corner stone of

success will depend on matching
the appropriate customer segment
with the right distribution
channel.

channels should always be alive to the
emerging scenario, wherein they will
be addressing the needs of the Right
Customer with the Right products and
services at the Right time.

Globally, financial services sector of
which insurance services form a
significant part, is driven by the
entrepreneurial spirit and attitude
exhibited by the intermediaries who are
associated with the organizations. In
India today we are witnessing the dawn
of a new era marked by the presence of
global players and with a buoyant
economy, life insurance industry is
expected to do very well in taking a lion's
share of household savings.
Distribution Channels will necessarily
play a crucial role in giving the
customers the best value in products

and services for their money's worth.
* Sk ok

The author is Executive Director
(Bancassurance and Alternative
Distribution Channels), LIC OF INDIA.
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Life Insurance Products in India

- Issues in Distribution

'Selling life insurance, in India, is not merely about presenting the features and benefits of the products;

and helping the customer choose the right plan' says V. Sai Kumar. He further adds 'On most

occasions, it starts at the more basic level of dispelling wrong notions about life insurance and

convincing the prospect about the need for the same.'

In spite of the collapse of the traditional
protection mechanisms such as joint
family and community support, the need
for life insurance is yet to be fully
appreciated in the Indian society. This
is possibly due to the fact that while the
ground realities have changed, the
mindsets are still in transition. Selling
life insurance, in India, is therefore not
merely about presenting the features
and benefits of the products; and
helping the customer choose the right
plan. On most occasions, it starts at the
more basic level of dispelling wrong
notions about life insurance and
convincing the prospect about the need
for the same. This is what makes
distribution the toughest of the chain of
activities in the business of life
insurance. This is also why, of all the
financial products, life insurance is rated
as the most difficult to sell.

The resistance to life insurance in our
society casts an additional burden on
the distribution network and induces a
higher degree of fatigue. It also leads to
lower conversion rates (number of sales
to number of sales attempted) resulting
in lower productivity levels of the agents.
The costs of distribution, both direct and
indirect, are also on the higher side due
to higher commissions and incentives,
which cannot be avoided due to the
above reasons. The training costs are
also quite high in view of the constant
need to give inputs, motivate and
enthuse the sales persons to keep them
in performing mode.

The higher percentage of commissions
and other incentives notwithstanding,

attrition rate among life insurance
agents is extremely high (up to 50%),
not only further adding to the costs in
terms of pre-licensing training expenses
but also wasting the organizational
efforts in training and hand-holding
these agents. Another adverse fallout of
this attrition is that policies sold by the
terminated agents end up as 'orphans'.
A majority of such policies are lapsed,
putting both the insurer and policy holder
to loss.

Rebating is another major concern in
distribution of life insurance in India.
Even though it is explicitly prohibited

The resistance to life insurance in
our society casts an additional
burden on the distribution

network and induces a higher
degree of fatigue.

under Section 41 of the Insurance Act
1938, it is known to be quite rampant.
Rebating is a rather unprofessional way
of overcoming resistance of the
prospective buyer or to undo
competition. This evil practice lowers the
dignity of the profession and also repels
talent away from the business. However,
the problem with this offence is that it is
almost impossible to establish. Many
regimes have therefore gone to the
extent of legalizing it. By spreading out

commission rates more uniformly
through the term of the policies as
against the present common practice
of higher first year commissions and
much lower percentages in subsequent
years, this practice could perhaps be
curbed to some extent.

The life insurers would be well advised
to intensify the efforts in promoting the
concept of life insurance through all
possible media. Vigorous training of
sales persons in the fundamentals of
life insurance along with inputs on
salesmanship, in combination with the
above, would not only improve the
success rate of the salesmen and
thereby their productivity levels; but also
lower the attrition rates, make the public
insurance-aware, melt away the
resistance to life insurance and
increase the business potential for the
sector in the long run.

Greater appreciation of the need for life
insurance thus generated among the
public would also enhance the prestige
of those participating in distribution of
life insurance. This would in turn attract
more talent to distribution and help it to
evolve in truly professional lines.

The last five years have seen the
introduction of fairly complex and
sophisticated products in the Indian
market. The traditionally popular and
safe endowment products which offer
savings-cum-insurance with relatively
low returns have, to a good extent,
made way to ULIPs which are
essentially investment-cum-insurance
products with potential for high returns
but offering lower safety. ULIPs, by and



large, are a play on the stock market and
do not offer investment guarantees. The
investor therefore not only needs to
make a well informed choice at the time
of purchase but also needs to stay alert
and balanced during the term of the
policy. Through all this the distributor has
a big role since the investors depend on
him for information and guidance. The
insurers must therefore equip them with
the inputs, attitude and integrity required
to sell and service these policies.
Otherwise not only do the investors lose
their money in these 'risky' products but
the sector will also suffer a loss of
credibility and goodwiill.

The other important introduction to the
basket of products in the recent times is
critical illness covers. Thanks to the
changes in the lifestyles, the incidence
of morbidity among people during their
earning spans has increased drastically,
causing not only huge expenses towards
treatment/surgery but also a loss of
income to the afflicted individuals. This
has created a huge need for Cl covers in
the market though the awareness levels
in the society remain highly inadequate.
The success of this product category in
the market hinges on whether the
distribution channels can effectively rope
in the public to this new tool of protection.
This is more true in the case of stand-
alone critical illness covers with no
returns at the end of the term that are
now beginning to be launched.

Thus the era of knowledge-products has
arrived in India in the last few years and
there is no alternative but to train and
upgrade the selling force so that they are
in a position to take these products to
the public and effectively convince them
of the utility or even the indispensability
of these new tools of investment and
protection.

While distribution of life insurance was
the sole privilege of individual agents
until a few years ago, new channels have
emerged in the form of bancassurance,
corporate agents and brokers. Of these,
bancassurance has been the most

successful, and quite expectedly so, in
view of their reach and hold on the
customers. However, a good number of
these policies are sold at the bank
window rather than at the doorstep of
the customer. This raises a few issues.
For instance, it is easy for a bank to sell
a policy to a farmer while sanctioning
him a farm loan but extremely difficult
for them, being already busy with core
functions, to follow up for payment of
renewal premiums or to provide post-
sales servicing. Only those bankers who
sell to a smaller number of high value
customers will perhaps be able to pay
individual attention on all the policies
sold. Though exact data is not available,
it is already seen that lapses are quite
high in the policies sold through this

While brokers have done well
and captured a good share in the
non-life business, their

contribution has been rather
insignificant on the life side.

channel. To overcome this issue banks
may create dedicated teams exclusively
responsible for post-sales servicing of
these policies within the banks.
Alternatively they may restrict
themselves to products which require
minimal servicing support.

While brokers have done well and
captured a good share in the non-life
business, their contribution has been
rather insignificant on the life side. It
calls for further probing to understand
the reasons for the same and to see if
they can be encouraged to participate
with greater enthusiasm in the life
business as well, at least to the extent
of leveraging their non-life clientele for
this purpose.
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The major concern in the life insurance
sector remains to be the inadequate
coverage. It is estimated that the number
of people covered by life insurance is a
mere one-fifth of the insurable
population. Though the regulator has
stipulated rural and social sector
coverage targets and come out with
micro insurance guidelines with many
enabling features and relaxations,
results are yet to be seen. Coverage is
largely a function of distribution and it is
therefore to be understood that any
major improvement in coverage can be
achieved only by enlarging the
distribution network. While micro
insurance has provided for leveraging
MFls, NGOs and SHGs for distribution
of micro insurance products, their own
coverage is at best partial. Therefore one
should also perhaps look towards
massive recruitment of agents from
among communities and regions which
are under covered. It may also not be
undesirable to offer relaxations with
regard to eligibility conditions and
stipends to agents from these
segments.

To conclude, so far as distribution of life
insurance is concerned, in the present
context, more channels, more agents
and more and more training is perhaps
what the doctor ordered. If distribution
is the cutting edge of life insurance
business, the longer and sharper the
edge the better.

* vk Kk

The author is Officer on Special Duty
(Life) IRDA. The views expressed in the
article are his personal views.
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A Measure of Social Security

- Role of Life Insurance

'The welfare state must not only look after people when they cannot look after themselves;

it must also enable them to achieve self-employment and self support' writes G. Gopalakrishna.

ife has always been an uncertain

thing. To be secure against
unpleasant possibilities, always
requires the utmost resourcefulness
and foresight on the part of man. To
pray or to pay for protection is the spirit
of the humanity. Man has been
accustomed to pray God for protection
and security from time immemorial. In
modern days Insurance Companies
want him to pay for protection and
security. The insurance man says "God
helps those who help themselves";
probably he is correct. Self-help and
thrift are the basis of modern civilization
since all other features of modern life
can be traced to these basic principles.
In the twentieth century, welfare state on
the one hand and socialist state on the
other tried to take care of the individual
from cradle to grave; and look after him
to ensure a worthwhile life. But
unfortunately both have failed or at best
were only partially successful since they
proved to be either too costly or too
difficult to administer and manage.
Insurance has taken birth in those days
when the entrepreneurial spirit of middle
class was at its highest and people
were inclined to take risks and accept
challenges for a better future. The

advent of industrial revolution gave

impetus to develop this branch of
insurance.

Social security has become an
important part of social policy in modern
times and is a sign of the interest that a
welfare State takes in the well being of
the masses. The development of social
security institutions is inherently limited

in an under-developed economy having

Self-help and thrift are the basis
of modern civilization since all
other features of modern life can
be traced to these basic

principles.

a low national income; but its importance
tends to increase alongside the
expansion-phase through which such
an economy passes in an endeavour to
get relief from poverty and want. While
life insurance has made some degree
of progress in developing countries,
social insurance institutions and
traditions are yet to take roots in many of
them. India is an important developing
country which has recently taken

concrete steps, within a democratic

framework, to introduce social
insurance; and her present scheme of
social insurance is likely to expand with
her economic progress. It is
worthwhile to assess the process of
simultaneously associated growth of
the overall economy and the insurance
contents of social security in a
developing country such as India which
is set firmly on the road of economic

progress on a Constitutional mandate.

The Constitution of India envisages the
establishment of a welfare state. In a
welfare state the primary duty of the
Government is to secure the welfare
and promote the prosperity and well
being of the people. A welfare state has
to ensure social, economic and political
justice, equality, freedom and dignity of
life to every citizen. It has to bestow
welfare benefits on the teeming
millions of poor, weak and downtrodden
in order to harness the powers of all in
an equal manner for common good and
collective well being. Therefore, a
welfare state is to be a social security
state.

There is no need for a welfare state to
be active throughout our lives i.e.,
providing safety, security and decent
standard of living from cradle to the

grave. It should help people to negotiate



unpredictable change at work and home.
Instead of a safety net to relieve poverty,
we need a social security system that
can prevent poverty. In other words, the
welfare state must not only look after
people when they cannot look after
themselves, it must also enable them to
achieve self-employment and self

support.
SOCIAL SECURITY SYSTEM:

Too many people in this country are not
in employment; and work for too many
no longer guarantees income security.
Several millions are part-time, self-
employed and low-earning workers living
under pitiable circumstances where
there is no security cover against risk.
Further the inherent changing
employment risks, the prospect of
continual change in the work place with
its attendant threats of unemployment
and low pay especially after the adoption
of New Economic Policy and the
imminent life cycle risks - a new source
of insecurity which includes the changing
demands of family life, separation,
divorce and elderly dependents - are
tormenting the society. Risk has become
central to one's life. It is within this
background life insurance policy has
been introduced by the insurance
companies covering risks at various

levels.

Life insurance coverage is against
disablement or in the event of death of
the insured, economic support for the
dependents. It is a measure of social
security to livelihood for the insured or
dependents. This is to make the right to
life meaningful, worth living and right to

livelihood a means for sustenance.

Therefore, it goes without saying that an
appropriate life insurance policy within
the paying capacity and means of the
insured to pay premia is one of the social
security measures envisaged under the
Indian Constitution. Hence, right to
social security, protection of the family,
economic empowerment to the poor
and disadvantaged are integral part of
the right to life and dignity of the person
guaranteed in the constitution. Social
security is a facet of socio-economic
justice to the people; in particular, to the

middle class and lower middle class.

The rapidly growing significance of

social security for human welfare and

Social security is a facet of

socio-economic justice to the

people; in particular, to the

middle class and lower

middle class.

the mounting seriousness of human
endeavours to fight against poverty and
want, compel us to make an
examination of the social security aspect
of life insurance. This is more urgent
and necessary since India stands today
on a pedestal of great developments,
such as nationalizing life insurance
about 50 years ago to more particularly
mobilize people's savings for
implementation of various plans after
independence and opening up the
industry to private players in public
interest. Due to the large development

in Indian economy, need was felt to open
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up the insurance market for private
players for the ultimate benefit of the
consumer by way of better product and
service in line with global trends and
policies so as to derive lawful benefits
thereunder for the nation as well. With
the set up of Malhotra Committee and
thereafter the Insurance Regulatory
Authority of India (IRA) under IRDA,
insurance system in India has been
streamlined to a great extent. Industry,
Trade and Commerce have been
convinced with the regulator in action,
now insurance can be an effective part
of the Indian economy which will bring
prosperity to the people of India. Much
headway of life insurance was made in
the country after nationalization of life
insurance under Life Insurance
Corporation (LIC) Act, 1956 by the
Government of India in January, 1956
and through the nationalized institution,
Life Insurance Corporation of India (LIC)
only, the Government adopted several
social security measures for the benefit
of various sections of the community.
The institution of life insurance brings
in various social security measures for
the well being of the society in general
and it serves as a social justice to the
humanity as envisaged in the

Constitution.

Man finds his security in income
(money) which enables him to buy food,
clothing, shelter and other necessities
of life. A person has to earn income not
only for himself but also for his
dependents, viz., wife and children. He
has to provide legally for his family
needs, and so he has to keep aside

something regularly for a rainy day and
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for his old age. This fundamental need
for security for self and dependents
proved to be the mother of invention of
the institution of life insurance. The
basic idea of insurance is a contribution
by individuals to a common fund so that
in case of exigency they should obtain
reciprocal benefits. In other words, life
insurance intrinsically provides the
alternate source of income when the
first source viz., his working capacity
ceases due to old age, death or disability.
Life insurance essentially leads to the
maintenance of income in a definite way.
In the endowment type of policies
maturing during his life time, the
insurance money serves the purpose of
old age provision (though it can also be
used as provision for the marriage or
education of children). In the whole life
policies or even in endowment policies,
when death occurs before the expiry of
the term of policy, the life insurance
serves the inevitable purpose of family
protection. Life insurance is the only
available means of legal and financial
assurance in a man's plans for the
future. Thus, life insurance serves a
social purpose by providing economic
security to individual citizens, who
purchase life insurance policies to
provide their families with a measure of
protection against adverse financial

consequences of premature death.

Life insurance policy is a legal contract
between the company and the person
insured. It contains a statement of
reciprocal obligations and undertakings
of the two parties to the agreement and
of its various terms and conditions. In

consideration of the payment of

premiums and of satisfactory evidence
of insurability submitted by the applicant
for insurance, the company promises to
pay at death the amount specified in the
face of the policy and to assure other
benefits such as disability and double
indemnity benefits if they are included
in the policy. In the case of endowment
contracts, the company also agrees to
pay the proceeds of the policy to the
policyholder if he is living at the end of
the endowment (specified) period. Thus
life insurance enables a man to
eliminate a risk of loss that exists on the
possibility of his family's losing, by his

death, the value of his earning power.

Social security is a dynamic
concept considered by advanced
countries as an indispensable

tool to strike at the evil effects

of poverty, unemployment, and

disease or death.

With life insurance, the breadwinner's
family is necessarily compensated at
his death for the loss of so much of the
capital value of his earnings as he had
thus protected by life insurance. The
institution of life insurance is, therefore,
an intelligent expression of man's will
to live and is conclusive evidence of his
success in the instinctive search for

security.

Social security is a device for ensuring
freedom from want. Social security is a
dynamic concept considered by
advanced countries as an
indispensable tool to strike at the evil

effects of poverty, unemployment, and

disease or death. Appropriately,
therefore, life insurance is an excellent
form of social security by its very nature,
in the modern day. Life insurance has
thus come up as a great institution of
our times. As an institution of social
security there is no parallel in the
benefits it can bestow on an individual

or the community as a whole.

Every individual desires security for self
and dependents. This urge is to be
accommodated within the larger frame
of society's security. State's obligation
to all its citizens and the responsibility
of Government to frame and regulate
welfare schemes are provided for in the
Indian Constitution. After India became
independent, while pursuing
quinquennial developmental plans;
during the second-half of December,
1954, the Lok Sabha accepted the
objectives of a socialistic pattern of
society. The Government of India took
over the conduct of life insurance
business in the year 1956 by
nationalizing the life insurance and the
Life Insurance Corporation of India was
set up on 1st September, 1956.
Nationalization was effected to mobilize
resources and to extend the benefits
of insurance to all sections of people
as a measure of social security and to
render a quality of service to them.
The premiums thus collected were to
be profitably utilized for nation-building
activities, which again benefit the
citizens of the country, wherever they be.
Insurance industry through nationalization
indirectly benefits the society as a whole
to take

up welfare measures.



Thus insurance has individual benefit
and also the societal benefit as well.

All the insurers - Government as well as
Private players - have far exceeded the
limits laid down by the IRDA in social
and rural sectors. The policymakers
wanted insurance protection to be
extended to all who need it, even if, for
the time being, they could not purchase
it. It would mean extending a helping
hand to the less fortunate so that the
functional basis of society is sustained
without large scale upheavals or
disturbances. This meant recognition
of the economic value of man in society.
'Insurable interest' of the State in the lives
of its citizens is, therefore, made explicit
in the insurance laws. Life insurance,
they believed, had a major role to
perform, to attain universal social
security and assist in creation of Welfare
State.
excellent form of social security in the

Life insurance thus plays an

well being of the masses.

The discussion leads to the inevitable
conclusion that life insurance is an

excellent form of social security. The
concept of financial security for the family
has exercised amazing influence on
humanity with astonishing continuity.
Foundation of security through life
insurance has come to be regarded as
the desirable path to derive utmost joy
from life. The vital necessity of

possessing money cannot be
overestimated. Hence, money should
be earned, guarded and multiplied or
saved. Insurance is one of the means
of providing social security and hence
insurance function is also regarded as

an important component of the social

Insurance is one of the means of

providing social security and hence

insurance function is also regarded

as an important component of the

social security in the present day.
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security in the present day. Life
insurance is a matchless medium of
legal shelter and social security. Life
Insurance thus amply and ably gratifies
the goals of the Indian Constitution in
forming a Welfare State.

Thus, life insurance contract is a special
contract with many legal dimensions. In
spite of its legal character, life insurance
contract has some 'social value' in the
sense; it has to consider social realities
and economic limitations when it is
offered to the general public. Life
insurance, which has theoretical basis
of providing security measure to the risk
of death, considers the welfare of the
family of the insured. Above all, it has
ample legal significance while
construing such contracts by the Law

Courts.

* Sk K

The author is a retired Senior Officer,
LIC of India.
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Know Your Regulations

The How and Why of Investing

- Understanding IRDA Investment Regulations 6
IRDA's regulations on the investment
functions of insurers seek to ensure that
the funds are safely deposited while
providing optimal returns, writes R.Kumar.

Statistics - Life Insurance 10
New Business done up to October, 2005.

Statistics - Non-Life Insurance 12
New Business done up to October, 2005.

Bypass Operation? 14
A curtain raiser to the next issue's focus:
The Motor Liability Portfolio
by K. Nitya Kalyani.

Issue Focus: Empowering the Customer

Knowledge is Power 15
While the legal framework may codify
customer protection and institutional
mechanisms execute its intent after the
interests of the policyholder are affected,
true protection lies within the informed and
circumspect customer. Enabling customer
education and information is primary in the
quest for protecting his interests,
says K. Nitya Kalyani.

IAIS on Consumer Protection 16

To Protect, To Serve - Consumer
protection assumes an all-important role 17
All stakeholders are duty-bound to uphold
consumer rights, from the government and
industry to the consumer himself, writes
Gnanasundaram Krishnamurthy.

Betwixt the Claim and the Settlement 20
Insurers can do a lot to protect their

consumers as part of their contractual
obligations, writes G.V.Rao, adding that

Page
it is not only their duty but also a huge
differentiator in a competitive market.

To Bring That Smile - Consumer Care as a
competitive tool 23
The consumer is King and it pays for the
insurer to treat him as such, observes
V.Ramakrishna, providing guidelines to
achieve customer satisfaction.

Statistics - Life Insurance 34
First Quarter 2005-06

Statistics - Life Insurance 40
First Half 2005-06

January 2006 Volume IV, No.2
A Decade ...
A curtain raiser to the next issue
- A decade of reforms 4

Statistics - Life
New Business done up to November, 2005.

Issue Focus: Motor Third Party

Liability Portfolio

The Bottom Line
G V. Rao discusses the Motor TP portfolio
from a financial angle to conclude that
unless the current state of affairs is
changed, the future of the industry is
perilously at stake.

Escalating Claims, Tumbling Profits 10
Why is Motor Third Party liability such an
unenviable portfolio, and how can this
state of affairs be remedied?

K.K. Bhat examines
the issue.

The Insurer's Call - Amendments that

insurance companies are looking for 13
With the New Year just ushered in,
S. Giridharan draws up a wish list of the
amendments that the insurance industry
would want in the Motor Vehicles Act.
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Naming the Figure - The nitty-gritty of arriving
at the TP claim amount 18
Examining the Motor Third Party Liability
compensation levels iln the country,
R.Suresh spells out the issues that
need to be factored into the settlement
amount.
Skilled Underwriting 22
- It can transform Motor TP Liability into
a lucrative portfolio
Rather than just trying to control claims,
underwriters should seek to change the
behaviour of the portfolio through various
underwriting strategies, writes P.C.James.

Legally Speaking - What the law has to say

about Motor TP claims 26
The Indian legal system deals with
Motor TP claims in various ways.
H.Anantakrishnan takes a look at these
with some interesting case studies.

The Big Con Game - Rampant fraud in

Motor TP cases 31
Ruing the high prevalence of malpractices
in Motor TP claims, T. Babu Paul examines
the causes and reflects upon the remedies.

Statistics - Non-Life Insurance 42
New Business done up to November, 2005.

February 2006 Volume IV, No.3

Statistics - Life Insurance 4
New Business done up to December, 2005

Good Governance
A curtain raiser to the next issue - Corporate
Governance 6
Managements owe a fiduciary responsibility
to all their stakeholders. When the due
diligence associated with corporate
governance takes the back seat, it spells
doom for the corporate entities,
opines U. Jawaharlal.

Issue Focus - A Decade of Reforms

Reforms in Insurance Sector

- The Agenda for Next Decade 18
The new players have performed beyond
expectations garnering more than 20% of the
market, avers G V. Rao.

Insurance Reforms - A Journey Without End 21
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Whereas insurers must no doubt make
profits in their operations, they also have
a duty to the society at large. The regulator
has to ensure that this creed is fulfilled,
opines H. Ansari.

Looking Back, Looking Ahead 25
- The ushering of a silent revolution in
Indian insurance
While successive governments made
efforts to introduce reforms to the
legislative framework of insurance,
precious little could be done in view of the
wide-ranging opposition to the opening
up of the sector, writes Arup Chatterjee.

End-user

The Spirit of the Law - Read the meaning,

not the words 29
Upholding the main purpose rule is vital, says
Gnanasundaram Krishnamurthy, adding that
insurers must read down the exclusion
clauses, rather than use them as loopholes to
avoid paying claims.

Thinking Cap

Men and Boys - How to tell between the

two in insurance markets 30
The maturity of a market can best be
judged by the sense of responsibility and
decorum that is displayed by the players,
writes C.N.S. Sastri.

Statistics - Non-Life 42
New Business done up to December, 2005.

March 2006 Volume IV, No.4
Statistics - Life 4
New Business done up to January, 2006.

Adopting Technology
- A curtain raiser to the next issue
- Technology in Insurance 6

While technology enables managements
to take quicker and better decisions by
providing reliable support, the bottom
line in embracing it should be delivering
better service customers,

writes U. Jawaharlal.

Issue Focus - Corporate Governance

Insurers & Corporate Governance
- Is Everything Hunky-dory? 9
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There have to be structures and
mechanisms to keep the board
accountable to shareholders,
opines GV. Rao. He further adds
‘there has to be a balance of two
distinct powers.

Corporate Governance and Insurance

Industry - Lessons to be Learnt 12
We don't have to accept that the world has
become a less ethical place and learn to
live with it. Even if it has, we can change it;
say Dr. K.C.Mishra & Dr. Geetanjali Panda.

Governance Code for the Indian Insurance

Industry - An Overview 16
In the area of corporate governance in
India, the approaches would require to
be refined. However, the task of the
regulatory bodies would be considerably
eased once proper governance standards
are in place, observes R. Krishna Murthy.

Governance Decisions - Structures to Help
Directors Reach the Point 20
The outward signs of good governance did not
correlate with good decisions inside the
boardroom, says Ashwin Parekh,
commenting on the Enron debacle.

Corporate Governance - In a Risk-based
Rating Environment 23
In a de-tariffed regime, governance for
the insurers would be a different
ball-game and various issues would
come up in the areas of fair rating,
equitable policy conditions etc.,
feels P.C. James.

Corporate Best Practices

- Recommendations for Directors 26
For ensuring good corporate governance,
the importance of overseeing the various
aspects of the corporate functioning needs
to be properly understood, appreciated and
implemented, avers Vepa Kamesam.

Statistics - Life Insurance 30
New Business figures for the third
quarter of 2005-06.

Statistics - Non-Life Insurance 42
New Business done up to January, 2006.

Page
April 2006 Volume IV, No.5
Statistics - Life Insurance 4
New Business done up to February, 2006.
The Importance of Claims Settlement 6

A curtain raiser to the next issue - Insurance
Claims Settlement

Claims settlement is the most vital function
for an insurer. In most cases, the efficiency
with which this function is handled is
responsible for the brand image of the
insurer and hence needs to be managed
with all the care, writes U.Jawaharlal.

Issue Focus: Technology and

Insurance Industry

Health Insurance and Managed Care

- Use of Information Technology 10
The unavailability of a sufficient quantity
of statistically valid data has made it
difficult for decision makers to assess
the impact of a range of potentially
significant factors using traditional
techniques, opine Tia Sawhney,
Alam Singh and Rich Moyer.

Operational Excellence through

Technology - A Practical Approach 13
The long-term nature of life insurance
contracts necessitates that customer
service is provided on a continuous basis
for which a proper database is absolutely
essential, writes J.B. Bhaskar. He further
goes on to explain the practices being
followed in his company.

Managing Information Risk

- ldeas and Processes 16
Companies depend heavily on
information technology to support and
drive their business goals; and to maintain
competitive strengths. However, information
itself suffers from some grave risks of being
abused. Edgar Balbin and R.N.K. Prasad
suggest various measures to ensure that
information is protected from such risks.

Technology in Insurance

- A Management Imperative 20
A total solution for underwriting and new
business processing for life insurers can



Page
help reduce policy issuance from weeks to
days, observes Anita Pai.

Technology in Life Insurance

- Genesis and Evolution 23
Insurance industry needs advanced technology
for business sustainability;
and its demands fuel technological
advancement and applications,
observes S.K. Kapabhi.

IT in General Insurance Industry

- The Change Driver 26
The plans to provide insurance system
over Internet should not be derailed by
concerns of availability, security and poor
performance, observes L.N. Pai.

Information Security and the Insurance Sector

- Challenges Galore 29
Insurance requires an open environment
where customers and agents get maximum
access to the required data in an easy and
convenient way, says Dr. Vishnu Kanhere.

Statistics - Non-Life Insurance 42
New Business done up to February, 2006.

May 2006 Volume IV, No.6

Statistics - Life Insurance 4
New Business done up to March, 2006.

Cleansing lll-gotten Wealth 6
A curtain raiser to the next issue
- Money laundering in Insurance
Although insurance has thankfully remained
out of reckoning as a conduit for money
laundering, to a great extent; it would be
naive to believe that it is totally safe,
argues U. Jawaharlal.

Issue Focus: Claims Settlement in
Insurance

Empathizing with the Claimant
- A Perspective on Life Insurance Claims 9
The golden key for success of a life
insurer is the deliverance of the promise.
No moment of truth can be greater than
a claim handled well, writes Shiva Belavadi.

Prompt Claims Settlement

- The Success Mantra 12
Due to the diverse nature and myriad
claims that we face, a natural extension

INDEX

Page
of claims department is in the form of
claims trending and risk management
input, opines Swaraj Krishnan.

Promises vs. Promises - Dilemmas in Claims 14
A willingness to reach out to the customer,
who regards his need as an emergency;
and giving him an emotional crutch,
makes good business sense;
says G.V. Rao.

Effective Claims Settlement Procedure
- Need of the Hour 17
In order to reduce litigation, insurers
should sensitize those dealing with
claims to have regard for the feelings
of claimants, argues Antony Jacob.

The World of Liability Claims - A Deep-rooted
Analysis 19
Unlike the other classes of insurance,
liability claims tend to be more
complicated because of the sheer
number of the parties to the claim,
observes Uttara Vaid.

Handling Claims - The Dharma of the Insurer 22
For a claim to be processed smoothly and
quickly, the insurer should ensure that its
claims handling staff are skilled and
knowledgeable, avers Yegnapriya Bharath.

Claims Settlement in Life Insurance - Need for
Personal Touch 24
While there is an incidence of fraudulent

attempts in enforcing claims, insurers
should take care not to put a genuine
claimant to hardship, opines Ganesh lyer.

Ensuring Fair Claims Management - Issues for
Quick Disposal 27
If the personnel of Claims Settlement
section are not specifically trained on the
aspect of prudent claims settlement, there
is a danger of the claimants losing faith
in the system of life insurance,
argues D.V.S. Ramesh.
Thinking Cap
The Future and 'Insuring' Services - Need for a
Fresh Look 31
In the ever dynamic and fluid environment,
the insurance industry must break from the
grip of tradition and respond to the challenges
of the new era, feels Apparao Machiraju.
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Statistics - Non-Life Insurance 42
New Business done up to March, 2006.

June 2006 Volume IV, No.7
Statistics - Life 4
New Business done up to April, 2006.

The Lure of Additional Benefit
A curtain raiser to the next issue
- Frauds in Insurance 6
The policyholder should not get lured by
an initial short term gain as it would
invariably lead to the industry's detriment
in the long run, observes U.Jawaharlal.

Issue Focus: Money Laundering in

Insurance

Processes in Money Laundering

- Lessons for Insurers 9
In a market that is rediscovering itself after
nearly five decades, the emphasis on
securing market-share first and risk
management afterwards is a normal
feature, argues S.V. Mony; and goes on to
suggest that AML measures are important
for the enterprise and for the country as a
whole.

The Devil of Money Laundering

- Vulnerability of Insurance Business 12
Money laundering facilitates corruption
and can destabilize the economies of
susceptible countries, opines B. Padmaja.

Technology in Anti Money Laundering

- Enabling Compliance ...and more 16
It is very critical for a financial institution to
know who they are dealing with; and ensure
that the proposed customer is not conducting
his business with the aim of placing, layering
or integrating the funds, argues Ashwin
Parekh.

Know Your Customer

- A Step in the Right Direction 19
Insurer's strategic policies will determine
its exposure to risks such as underwriting
risk, reputation risk, operational risk,
concentration risk and legal risk,
writes K.GP.L. Rama Devi.

Money Laundering Through Life Insurance -

Establishing an Effective Apparatus 23
An efficient 'Know Your Customer' (KYC)
programme, also called Customer Due

Page

Diligence or CDD, can be considered to be the
bedrock of a robust AML framework, observes
Sandeep Batra.

Money Laundering in Insurance

- Parameters of Control 27
Both the life insurance sector and the
non-life sector are susceptible to money
laundering, avers Ashish Vinod Joshi.
Further, he contends that adherence to
various measures set out in IRDA
guidelines will help companies avoid
reputational, legal and financial risks.

Follow Through:

Claims Settlement in Life Insurance

- Insurer's Approach and Perspectives 29
A repeat business from the deceased
policyholder's family goes to prove the
faith the people have in life insurance,
sales efficiency of the agent and the
alertness of the office, says G Gopalakrishna.

Field Force:

Challenges of Insurance Distribution

- Some Indian Trends 31
Banks have emerged as attractive
distribution channels for insurance as
they are being driven to increase their
profitability and provide maximum value
to their customers, states Stuart Purdy.
He further adds that the banks are
themselves looking for a range of
products to distribute.

Statistics - Non-Life Insurance 42
New Business done up to April, 2006.

July 2006 Volume IV, No.8
Statistics - Life Insurance 4
New Business done up to May, 2006.

Generating a Viable Product
A curtain raiser to the next issue - Product
Development in Insurance 6
The success of a product should be seen
in the light of the value it generates to the
customer in the long run; and not an
immediate return, feels U. Jawaharlal.

Issue Focus: Frauds in the Insurance
Industry

Possibilities of Fraud in Life Insurance

- Need for Early Detection 7
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It is necessary to have in-built detection Guarding Against Frauds in Insurance
mechanisms in the processes designed, so - Importance of Interpretation 30
that alerts are sounded at different stages for The purpose for which insurance is
necessary further checks; avers S.P.Subhedar. obtained should properly be analysed
An Overview of Insurance Frauds so that the fraudulent tendencies of
- Measures to Combat the Menace 10 applicants can be kept on check, opines
Insurers operate in an already difficult G.Gopalakrishna.
environment; and fraud vitiates and Statistics - Non-Life Insurance 42
marginalizes their profitability, exhorts New Business done up to May, 2006.
Dalip Vclarma.. He futjther suggests that - August 2006 Volume IV, No.9
comparues w!ll require to have a well Ial.d Statistics - Life Insurance 4
out policy which makes clear that they will New Business done up to June, 2006.
not tolerate fraud.
Statistics - Life Insurance 6
A Veritable Virus - Frauds in Insurance 13 .
o ) Business done for the year ended
Although life insurance is not as March 2006.

vulnerable to frauds as non-life domain

is; life insurers still have to be cautious against
such fraudulent attempts as impersonation,
transfer of rights in a

contract without a valid purpose etc.,

opines V.K. Sarma.

Charging the Right Price...
A curtain raiser to the next issue
- Pricing of the Product 12
Pricing a product appropriately is what
matters to its eventual success. But with so
many dynamic variables, it is a challenge of

Fraudulent Intentions in Insurance great importance, says U.Jawaharlal.
- A Matter of Human Psyche? 17

Fraud, as a fashionable tool of economic
sophistry, is perhaps the most dangerous
motivator in the modern context, opines
Arman Oza. He further emphasizes 'it
does not merely justify a wrongdoing;

it accords virtue to it.

Issue Focus: Product Innovation and
Development in Insurance

Product Development in Insurance

- Role of Regulator 14

Bringing down transactional and

distribution costs consistently; and

adding value to current and future

products are basic to the success of

any new product in the market,

writes GV. Rao.

Forging a Stricter Regime

- Frauds in the Insurance Industry 20
Insurance fraud victimizes all of us in the
form of higher premiums; or higher prices

of goods and services, writes V. Ramakrishna. The Significance of File & Use - Product

Development in Insurance 16
Good insurance practice dictates that
there have to be clear and fair clauses
relating to important areas such as
cancellation, renewal, claim settlement
processes etc., emphasizes P.C. James.

Towards Ensuring a Fair Price

- Need to Intercept Frauds 23
While financial frauds are considered
as a threat to the stability of the economy,
insurance frauds may also be considered
as a burden on the society to the extent that the
public have to pay higher costs towards
premiums, says D.V.S. Ramesh.

Maritime Frauds - Time to Take Stock 26
Crime is always one step ahead of
the law, insists A.K. Paul. He further goes
on to suggest that lacunae in the system
help fraudsters to exploit the situation
and escape being punished.

Product Development in General Insurance

- A Look at the Indian Market 19
The product life cycle is based on the
belief that most products go through
stages in their lives; similar to living
organisms, avers Ajit R. Belsare.

New Product Development & Launch
- The Way Ahead 23
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The greatest impediment to product
development in the Indian insurance
industry has been the prevalence of tariff,
write Joydeep Roy and Abhishek Agarwal.
They further hope that with detariffing being
round the corner, the industry can see a
plethora of products hitting the market.

The Complexities of Agriculture Insurance

- Scope for Product Development 26
Designing and implementing an
appropriate insurance program for
Agriculture is very complex and quite a
challenging task, avers Kolli Rao.

Follow Through:

Fraud in Insurance - Looking Beyond

Mere Surface 32
In India, exaggeration in claim is
considered an efficient tool to get claims,
rather than it being considered as an
organized found, exhorts Ajay Bansal.

Statistics - Non-Life Insurance 42
New Business done up to June, 2006.

Statistics - Non-Life Insurance 44
Business done for the year ended
March 2006.

September 2006 Volume IV, No.10
Statistics - Life Insurance 4
New Business done up to July, 2006.

Underwriting - Insurers' Lifeline 6
A curtain raiser to the next issue
- Underwriting in Insurance
A company can choose between adopting
different styles of underwriting methods,
depending on their corporate philosophy
and strategy. However, the function of
underwriting itself cannot be treated less
importantly, observes U.Jawaharlal.

Issue Focus: Pricing of the Product
The Non-Life Pricing Juggernaut
- Challenges for Insurers 8
Anurag Rastogi writes that while the earlier
tryst of non-life insurers with de-tariffing was
scary, the one in the offing now promises
to be a fantastic period of learning for
everybody, amidst fears and hopes.

Life Insurance Product Pricing
- Priorities for Insurers 13
The expected investment rate of return
is an important parameter in determining
the price of the product,
writes P.A. Balasubramanian.

Page

Rating the Risks Right - Perspective,

Principle and Process 16
The root of the success and survival of
insurance industry lies in its skill and
capability to rate the risks right, avers
R.C. Guria. He further says that freedom fix
price for the risk gives the real strength of
the foundation and autonomy of the industry.

Pricing Insurance Products

- Post Detariffed Scenario 23
The insurers need to demonstrate to
their consumers that in a post detariffed
scenario, they are much easier and much
less expensive to do business with, avers
G V. Rao. He further adds that unless they
become more 'market-sensitive’, the
switch over to market pricing for insurers
is going to be financially painful.

Ratemaking in the Wake of Detariffing

- Challenging Times Ahead 26
Yagnapriya Bharath says 'In a situation
where insurance pricing is regulated, fixing
of premium rates is not a major problem.
In a deregulated set up, fixing of rates or
pricing could be quite a task.

Research Paper
A Model for Health Insurance for the
Poor in India - Part-l Debasis Bagchi 29

Statistics - Non-Life Insurance 44
New Business done up to July, 2006.

October 2006 Volume 1V, No.11

Statistics - Life Insurance 4
New Business done up to August, 2006.

Statistics - Life Insurance 6
First Year Premium of Life Insurers for
the first quarter ended June 2006

Achieving Total Freedom
A curtain raiser to the next issue
- Pricing Freedom with Detariffing 10
De-tariffing, while breaking the shackles,
would be a huge challenge; and insurers
should exhibit maturity in dealing with the
risks in order to emerge successful,
writes U. Jawaharlal.

Thinking Cap

Changes in the Insurance Markets

Globally - Regulator's Perspective 12
Insurance markets world over are
undergoing rapid changes, says
K.K. Srinivasan. He further adds that if the
insurance regulator cannot stay ahead of
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the changes, he at least needs to keep
pace with the rapid changes.

Issue Focus: Underwriting in Insurance
Underwriting in Detariffed Era
- Issues in Motor 16
Some sections of the insuring community
of motor are very much worried that,
in future, they will be made to shell
out more cash every year in buying Motor
insurance to fully cover themselves,
opines B.G. Patki.

Tele-Underwriting in Life Insurance
- Is it Time Yet? 18
Knowledgeable underwriting is the key
to a gainful future for an insurance
company, avers T.S. Ramakrishna Rao.
Preparing Underwriters
- In a Detariffed Scenario 21

The underwriter should be able to

visualize the risk even if he did not visit it,
from the reports given and from the detailed
proposal form furnished, states G V.Rao.

Underwriting in a Detariffed Market 24
- Impact on Cross-subsidization
Phenomenon Underwriting requires
a kind of discipline which can exist only
if all the insurers work collectively towards
a common interest - that of a healthy bottom
line, writes Meena Nair.

Undoing Adverse Selection
- Life Insurance Underwriting 26
Continuous analysis of the data relating
to life insurance and pension business
is one of the key drivers of sustained
growth of the industry, says D.V.S. Ramesh.

Research Paper
A Model for Health Insurance for the
Poor in India - Part-Il Debasis Bagchi 29

Statistics - Non-Life Insurance 42
New Business done up to July, 2006.

Statistics - Non-Life Insurance 44
Gross Premium underwritten
by Non-Life Insurers for the
first quarter ended June 2006

November 2006 Volume IV, No.12
Statistics - Life Insurance 4
New Business done up to September, 2006.

Statistics - Investments 6
Investment Statistics of Life Insurers
- End of March 2006

Need for a Well-trained Distribution Channel 8
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A curtain raiser on the next issue
- Distribution Channels
Insurance business in India is still very
dependent on the distributor's skills.
For a long term sustenance of the business,
the distributor needs to be thoroughly trained,
writes U. Jawaharlal.

Issue Focus: Pricing Freedom with

Detariffing

Discipline and Profitability

- The Mantras of the New Dawn 20
To be successful in the detariffed regime,
underwriters need to have the courage and
conviction to determine their walk-away
price, says Arup Chatterjee.

Marketing Opportunities and Challenges

- In a Detariffed Market 24
H. Ansari emphasizes that organizations,
ion order to be successful, would need
strong teamwork with customers,
intermediaries and joint venture partners;
and also between managers and
employees within the company itself.

Maturing Progressively
- Indian Insurance Industry 27
The removal of tariff is a natural way for
any market to develop and grow, says
Antony Jacob. He further adds that India
is today the only country where such a
high proportion of the market is still
under Government control.

Transforming Industry Practices

- Detariffing Insurance 29
The transition from tariff to non-tariff
regime can be fraught with risk for the
industry and every player needs to
proceed with strategic intent and great
foresight, opines P.C. James.

Know Your Regulations:

Insurance Company Audit

- A Regulatory Perspective 33
The audit of an insurance company is
not a mission to find faults. It is more of
an exercise to oversee the operations and
suggest methods for improvement,
wherever possible; writes H.O. Sonig.

Statistics - Non-Life Insurance 44
New Business done up to
September, 2006.

Statistics - Investments 46
Investment Statistics of Non-Life
Insurers - End of March 2006
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STATISTICS - NON-LIFE INSURANCE

Report Card: GENERAL

G. V. Rao

Growth momentum continues in October 2006 with 25.3 percent

All-round growth:

L/C he month of October 2006 has been

yet another month of extraordinary
growth for the non-life insurers with the
growth rate high at 25.3 percent. This
achieved rate is only slightly below that of
September of 25.8 percent. As against the

monthly renewals of Rs.1772 crore in

October last year, the premium income

scaled in 2006 is Rs.2220 crore.

The established players have recorded
an accretion of Rs.151 crore at a growth
rate of 11.3 percent. The new players
have had an accretion of Rs.297 crore
at a growth rate of 63 percent. Among

the former, New India leads with an

accretion of Rs.60 crore followed by
Oriental with Rs.56 crore. But the stellar
performances in the month have come
from ICICI Lombard that has produced
a massive accretion of Rs.167 crore with
Reliance adding Rs.56 crore to its

meager renewal premium of Rs.12 crore.

GROSS PREMIUM UNDERWRITTEN FOR AND UP TO THE MONTH OF OCTOBER 2006

(Rs.in lakhs)
PREMIUM 2006-07 PREMIUM 2005-06 GROWTH OVER THE
INSURER FOR THE UP TO THE FOR THE UP TO THE CORRESPONDING PERIOD
MONTH MONTH MONTH MONTH OF PREVIOUS YEAR
Royal Sundaram 5,204.18 34,116.96 3,586.51 26,100.09 30.72
Tata-AlG 5,709.19 45,766.52 4,696.82 33,993.50 34.63
Reliance General 6,812.04 44,565.84 1,245.62 8,855.45 403.26
IFFCO-Tokio 7,244.56 72,896.15 6,446.24 49,252.33 48.01
ICICl-lombard 31,018.53 183,535.50 14,299.03 96,590.25 90.01
Bajaj Allianz 15,930.37 100,554.84 12,798.35 75,564.84 33.07
HDFC CHUBB 1,829.94 10,957.33 1,651.75 10,831.02 1.17
Cholamandalam 2,883.47 18,295.87 2,265.58 14,552.18 25.73
New India 53,096.00 298,166.00 47,076.00 269,598.00 10.60
National 30,475.00 213,720.00 28,708.00 206,227.00 3.63
United India 25,739.91 203,749.91 24,048.97 186,837.72 9.05
Oriental 36,197.00 234,636.00 30,632.00 206,869.00 13.42
SPECIALISED INSTITUTIONS:
ECGC 4,685.89 33,988.33 4,645.09 32,052.80 6.04
Star Health &
Allied Insurance 1,052.12 1,266.12




The new players have continued to
maintain a strong grip on their market
share that stands at 35 percent. Two
points of interest to the market have
emerged. One is that the monthly
accretion of ICICI Lombard at Rs.167
crore is higher than the combined
accretion achieved by all the
established players of Rs.151 crore.
This performance should stand out as
of interest to the market. The second
point of market interest is that for the
first time, the October monthly premium
of ICICI Lombard at Rs.310 crore has
exceeded the monthly premium
performances of National Insurance
and UIIC that have accomplished
premiums of Rs.305 crores and
Rs.257 crore respectively. The
established players do seem to be
coming under increasing pressure by
the new players with their relentless

high growth rates and premium

productions.

Performance up to
October 2006:

The performance growth rate that was
22.8 percent as at September 2006 has
moved up to 23.3 percent at the end of
October 2006, an improvement of
significance. The total premium at the
end of October is Rs.14,628 crore as
crore. The

against Rs.11,855

established players have added Rs.807

STATISTICS - NON-LIFE INSURANCE
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crore at a growth rate of 8.3 percent with
the new players adding Rs.1966 crore at
a growth rate of 62 percent. Here again,
ICICI Lombard has achieved an accretion
of Rs.887 crore; whereas the total
accretion of all the established players
is Rs 807 crores, a truly impressive

record.

New India with Rs.286 crore, closely
followed by Oriental with Rs.277 crore
are the major contributors for the
established players. Reliance, a late
starter in the race for premium
acquisition has recorded an accretion of
Rs.357 crore as against a meager last

year renewal of Rs.89 crore.

The growth path is now led by several
players: with eight out of the twelve
players having achieved accretions in
excess of Rs.100 crore and more at the

end of October 2006. With the imminent

detariffing around the corner in January
2007, the next two months should
witness even more fierce battles for
supremacy of the market turf. A few of
the new players are inching towards
breaking into the big league premium
players of yesteryears and this may
happen sooner than one thought.
Interesting and challenging times are

certainly ahead for all the players.

* kK

The author is retired CMD, The Oriental
Insurance Company Ltd. He may be
contacted at gvrao70@gmail.com
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ROUND UP

FICCI organized an International Gonference on Micro Health Insurance
"Developing Pro-Poor Health Insurance in India" at New Delhi on 1st and
2" November, 2006. Here are some photographs taken on the occasion.

Photograph shows (L to R): Dr. David Dror, Professor, Erasmus University, Rotterdam;

Mr. C.S. Rao, Chairman, IRDA; Dr. Amit Mitra, Secretary General, FICCI; Mr. Pavan Kumar Bansal,
Minister of State for Finance, Government of India; H.E. Francisco da Camara Gomes,
Ambassador - Head of Delegation of the European Commission to India, Bhutan and Nepal.

Apart from the above dignitaries, also seated in the photograph at
the extreme right is Dr. Abhay Bang, SEARCH.
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Institute of Insurance and Risk Management (IIRM) conducted
a one-day seminar on "Grievance Redressal - Insurance Sector"
on 23" Novemher, 2006 at Hyderahad.

Photograph Shows Mr.C.S. Rao, Chairman, IRDA delivering the inaugural address.
Others seen in the picture are (L to R):
1. Mr. Vepa Kamesam, Managing Director, IIRM. 2. Hon. Justice M.B. Shah, Chairman, National
Consumers Disputes Redressal Commission (NCDRC). 3. Hon. Justice |. Venkatanarayana, President,
AP State Consumer Disputes Redressal Commission. 4. Ms. M. Rajyalakshmi Rao, Member, NCDRC.

Photograph Shows Mr. C.S. Rao, Chairman, IRDA handing over a memento to the
Chief Guest Hon. Justice M.B. Shah.
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® 11- 16 Dec 2006

Venue: Pune

Service Differentiation &
Relationship Management
By NIA Pune

B 18- 23 Dec 2006

Venue: Pune

Lateral Thinking & Decision Making
By NIA Pune

B 18- 23 Dec 2006

Venue: Pune

Advanced Comprehensive

Technical Programme in Life Insurance
By NIA Pune

® 04 - 06 Jan 2007

Venue: Pune

Marketing Strategies (Life)
By NIA Pune

® 08 - 10 Jan 2007

Venue: Pune

Workshop on Managing & Developing Insurance
Knowledge Resources

By NIA Pune

1=

® 15 - 16 Jan 2007

Venue: New Delhi

Global Healthcare Conference
"Promoting Partnerships"

By FICCI, New Delhi

® 15 - 20 Jan 2007

Venue: Pune
Programme for Young Executives (Life)
By NIA Pune

W 22 - 23 Jan 2007

Venue: Pune
Seminar on Business Intelligence
By NIA Pune

m 22 - 24 Jan 2007

Venue: Pune
Workshop on Motor Third Party Claims
By NIA Pune
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e Malaysia, as the leader with the most advanced infrastructure, has a leadership role
to play in forging global excellence and sustaining the growth of the Takaful industry.’ ’

- Mr. Agil Natt,

CEO of International Center for Education in Islamic Finance (INCEIF).

¢ The proposal to consider how to best address the issue of regulatory burden, duplication

and costs to the financial services sector is particularly welcomed.? 2
- Ms. Kerrie Kelly, CEO,

Australian Insurance Council

¢ The rise of China, India and the recovery of Japan has captured investors' excitement.
South-east Asian countries have emerged from the Asian currency crisis with more

confident economic growth prospects. 99
- Mr. Ong Chong Tee,

Deputy Managing Director, Monetary Authority of Singapore

¢ The idea of Ulips was more transparency than traditional plans, which is why every

charge is spelt out. An investor knows where his money is being invested. ??

- Mr. C.S. Rao, Chairman,
Insurance Regulatory and Development Authority (IRDA)

ce The reinsurance sector has shown considerable resilience in the face of two years of
higher-than-expected natural catastrophes. Even so, there is still potential for under-
provisioning, under-pricing, major latent casualty exposures and natural catastrophes
worldwide; all of which have the potential to pose significant challenges for reinsurers'
29

solvency and risk management capabilities. - Mr. Julian Adams,

Chairman of IAIS Reinsurance Transparency Group

e To meet the needs of today's global consumers, | am a firm believer that the U.S.
regulatory community must continue our efforts to be actively engaged in the processes

and forums that lead to greater international coordination.”?
- Mr. Alessandro luppa,

National Association of Insurance Commissioners (NAIC) President
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