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LETTER FROM THE EDITOR

Advertising, publicity, public relations…. all words conjure up a dream world of promises rooted in our
fondest aspirations. And that is what our current issue of IRDA Journal is all about. We bring you a range
of articles on advertising of and communication about insurance both from the perspective of the insurance
and the advertising industries.

Between life and non-life industries it is the life industry that has made distinctive moves, both in visibility
and adspend, in the area of advertising and communications due to the nature of their product and customer
base. So we will be largely reading about that in this issue.

Mr. H. Narayanan who for long headed the publicity and PR functions in the Life Insurance Corporation of
India (LIC) traces the history and philosophy of the communications of the veteran company whose name has
meant insurance in the Indian society for almost half a century.

This is the time of the challengers and so we have an article from ICICI Prudential Life Insurance Company’s
marketing chief, Mr. Saugata Gupta, telling us how his company approached advertising and brandbuilding
and created an  awareness of insurance outside the context of LIC.

The outsiders’ view is from by advertising industry insiders. Mr. Ramanujam Sridhar makes his observations
on brandbuilding as it is and as it should be in insurance and Mr. R. Sridhar comments on innovation or the
lack of it in the communications strategies as seen this far.

In financial services and products it is most important to look to actions and not to words alone. And hence we
have for you an outline of what the IRDA has done in streamlining communications from the insurance
companies to the public and what it is doing in monitoring it.

Ms. Rashmi Abichandhani, Assistant Director, Legal IRDA paints a picture of what the advertising Regulations
are all about and also gives her views on how they can be taken forward further for the benefit of the
policyholders.

There is never a question about the most read and sought after section of the magazine given the information
gap in the industry still in its early days in its present avatar. It is statistics and we have for you the half
yearly results of the life and non-life industries and they present an interesting picture indeed. We also have
the investment statistics of the last financial year for the life insurance industry – one of the largest institutional
investors in the country and that too mostly on account of LIC.

Speaking of assessements, we are undertaking an assessment of a different kind in the forthcoming issue of
the Journal. The December issue, slated to be our annual issue as we are stepping into the second year of
publication, will take stock of the industry as it has grown in the last three years following the new, liberalised
regime. If you wish to write on this subject, send us a short piece by November 15.

We have also been taking stock of the Journal itself and its role and purpose. You may have seen the survey
form that we have been publishing in the magazine the last couple of months. We would like to draw your
attention to it again – please fill in your opionions and send it to us. You can send it to us by e-mail too. As you
know, we always love hearing from you.

K. Nitya Kalyani

etting it AcrossG
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VANTAGE POINT

Taking Stock
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Write to us what you think.

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

There is something magical about
looking back. In a way it mirrors what
we are always trying to do – look forward
into the future.

And it’s time to do both. Four years
since the passing of the IRDA Act and
three years after the first of the new
insurance companies were registered
and private Indian and foreign capital
came back into the market after a break
of nearly three decades, we would like
to see where we stand.

When fundamental changes take
place in the economy and in an industry,
the many stakeholders involved are
affected in different ways. There are
opportunities to seize and new challenges
to overcome and a myriad ways to react
to all of them. Things never remain the
same and in fact even the pace of change
never remains the same.

When the market was liberalised the
hopes and fears of the various
stakeholders ran pretty high. Hopes
came from those who saw bright
possibilities from competition,
including those who wanted to become
the competition themselves. And the
fears came – unfoundedly in many ways
– from the extant industry that was
comfortable in its monopolistic sway.

From time to time assessments
have been made of the validity of these
reactions and how the events have
subsequently played out.

One way of assessing the significance
of the events that have taken place
and the way they have occurred is to look
at them against what expectations we
had of them.

What we would like to do in the next
issue of the IRDA Journal, which also
marks the publication stepping into its
second year of existence, is to take a look
at the developments in the industry in
the context of what we set out to do when
insurance industry reforms were
mooted by the Government in the early
90s. The setting up of the Malhotra
Committee for this purpose marked the
first of these initiatives and perhaps we
should look there for a starting point.

The Committee, in its report
that recommended structural reforms
and prudential norms, made a
strong argument in favour of introducing
competition into the market in
order to give the customer a choice and
better service.

Some of the desirable objectives the
committee set out, for which
liberalisation was necessary, were
product innovation, customer focus,

induction of technology into the
industry, introduction and development
of multiple channels of intermediation,
the development of rural markets and
insurance cover for the socially weaker
sections of the society and the growth of
the health insurance market which was
an unmet demand and a social
requirement. There were also focused
recommendations regarding financial
strengths and solvency, reporting by
and monitoring of the companies and
the very framework and approach
required of a strong regulator.

We will endeavour to bring you a
cross section of views and assessments
from within and outside the industry.

These will touch upon the
developments in the industry in the
last three years and the expectations
from liberalisation and the extent to
which they have come true. They will
include market development,
intermediation, regulatory and policy
issues. The purpose of the exercise is
not only to look back, but to use that as
a means to look forward.

We shall endeavour to see where the
industry is going in the next few years
given its energies, achievements,
constraints and the challenges before it.

It should be an interesting journey!

K. Nitya Kalyani
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‘Profitability to Remain Under Pressure’

Background
The public sector companies have

thus far enjoyed a sound financial
position, achieved on the strength of
their favourable capitalisation levels,
established reinsurance arrangements,
and access to a strong investment
portfolio. Over the past few years,
however, the pricing insufficiency in the
Motor Third Party (TP) business and
increasing expense levels have brought
considerable pressures on underwriting
profitability, with the combined ratio
{(Net Claims Incurred +Management
Expenses)/ (Net Premium Earned),
where Net Premium Earned = Net
Premium Written + Change in Reserve
for unexpired reserve} for the public
sector players, despite the considerable
improvement in 2002-03, continuing to
remain at high levels. Going forward,
ICRA feels that while the market would
continue to show good growth—a process

that has been aided by the deregulation
of the sector in 2000 – increasing
competitive pressures, declining
interest rates, pricing deregulation, and
an evolving regulatory framework would
present significant challenges to these
public sector companies. The objective
of this paper therefore is to examine
some of these expected developments
and ascertain their likely impact on the
future performance of these companies.

Key factors behind current financial
position

The public sector general insurance
companies – New India Assurance
Company Limited (NIAC), United India
Insurance Company Limited (UIIC),
Oriental Insurance Company Limited
(OIC) and National Insurance Company
Limited (NIC) – have, until the
deregulation of the sector, operated in
an oligopolistic environment. The lack
of competition and a dominant market

presence have, over the years, allowed
these companies to establish a strong
financial position, characterised by low
levels of operating and financial
leverage, strong reinsurance ties and a
healthy investment portfolio built up
during periods of high interest rates.
Another source of strength for these
companies has been their equity
portfolios, which provide them
considerable liquidity and financial
flexibility.

The underwriting performance of the
public sector companies improved
considerably in 2002-03, driven by an
improvement in the net claims ratio
(refer Table 1 for movement in this ratio
over the past two years). This
improvement was primarily on account
of the upward revision in the Motor Own
Damage (OD) tariffs and also
betterment in the claim performance of
the Fire portfolio (largely in the absence
of major catastrophes in 2002-03).

ICRA’s Rating Report on Public Sector General Insurance Companies
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Summary Opinion
The domestic insurance industry has seen considerable expansion since its
deregulation in 2000, with both the incumbent public sector entities and
the newer private sector companies raising their business levels aggressively.
The public sector insurance companies have thus far maintained favourable
market and financial positions, largely on the strength of the oligoplistic
nature of competition, besides their national presence and franchise,
sovereign ownership, low operating and financial leverage, and established
reinsurance arrangements.
Additionally, their financial strength has been reinforced by their strong
investment portfolios (built up during periods of high interest rates) and
their access to good-quality equity portfolios, which provided considerable
liquidity and financial flexibility. However, these strengths were partly
moderated by certain systemic inefficiencies, and the inadequacy of the

tariff structure in certain lines of businesses, which continue to affect their
underwriting profitability. ICRA feels that in the emerging scenario, the
public sector companies would be confronted with the following challenges:
Increase in competition, which may result in the loss of the more ‘profitable’
fire and engineering business to the private sector participants, who could
score on the service platform.
▲ Likely de-tariffing, which could catalyse changes in the pricing

environment.
▲ Increase in operating leverage and re-pricing of existing investment

portfolios, which would mature over a period of time, at lower yields.
▲ Likely increase in business sourcing costs.
▲ Likely reduction in ‘float’ availability because of faster claims settlement

compelled by increasing competitive pressures.

S
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Table I: Net Claims Ratio of Public
Sector Companies

Claims Ratios 2002-03 2001-02
National 83 95
Oriental 79 100
United 90 90

Table II: Combined Ratio of Public
Sector Companies

Combined 2002-03 2001-02 2000-01
Ratios
National 115.3 125.4 114.5
Oriental 113.6 132.9 116.4
United 118.9 118.7 123.1

However, an area of concern has been
the underwriting profitability of these
companies, as indicated by their
combined ratios (refer Table 2 for
movement in combined ratio for NIC,
UIIC and OIC over the past three years),
which despite the improvement in
2002-03 still remains poor. This is
mainly attributable to the pricing
insufficiency of the Motor business,
particularly the Motor TP business,
where pricing remains regulated, and the
high expense levels of these companies.

Significant market expansion following
deregulation of the general insurance
business

As has been the case with most
emerging Asian markets where
insurance has been thrown open to
private sector competition, the Indian
general insurance market too has seen
considerable expansion over the past two
years, as the following table indicates.

Table III: Gross premium written

2002-03 2001-02 2000-01
National 2,890 2,349 2,117
New India 3,929 3,512 3,041
Oriental 2,782 2,498 2,199
United 2,971 2,781 2,441
Public Sector 12,572 11,140 9,799
Growth % 13 14
Private Sector 1,307 465 7
Total 13,879 11,605 9,806
Growth % 20 18

Despite the expansion of the market,
it is interesting to note that while the
more profitable corporate business has
driven growth for the private sector
players, the public sector companies
have relied quite heavily on the retail
and Motor portfolios.

The private sector players have
focused primarily on the profitable Fire
and Engineering portfolios and achieved
a fair amount of success in growing their
portfolios by leveraging the
relationships of their parents, and on
the strength of their superior systems
support and better claim
administration procedures. This is
evident from Table IV below, which
presents the portfolio-wise premium
levels for 2002-03.

The data clearly highlights the focus
of the private sector players on the
corporate sector, with the Fire and
Engineering portfolios accounting for
over 40 per cent of their gross premium
income. It is also significant that the
fire portfolios of the public sector
companies has grown only marginally
in 2002-03 (one per cent over 2001-02)
– a  pointer to the extent of competition
in this business.

In the immediate future, however,
ICRA feels that the extent of
competition, particularly in the
corporate business, may be tempered by
the fact that the private sector players
would need substantial reinsurance
support to reinforce their low retention
capacities if they wish to grow their
corporate business from existing levels.
But once the private players attain an
optimum size and increase their
capitalisation levels, they would be in a
position to present a considerable

Fire Marine Motor Engg Health Others Total

Public 2,557 1,122 5,037 590 963 2,303 12,572

% 20 9 40 5 8 18 100

Private 416 83 371 128 83 226 1,307
% 32 6 28 10 6 17 100

Total 2,973 1,205 5,408 718 1,046 2,529 13,879

The growth rates achieved over the
past two years are considerably higher
than the eight to 10 per cent growth seen
in the industry prior to the opening up
of the sector to private participation.
While the private sector has been able
to establish its footprint in the Indian
market in a short span of time (by
capturing a nine per cent market share),
the deregulation of the sector has also
benefited the public sector insurance
companies, which have grown
aggressively over the past two years.

Increasing competitive pressures,
pricing deregulation to pose newer
challenges to public sector incumbents

The general insurance business in India
may be segmented into three broad
portfolios: Fire, Marine, and
Miscellaneous (the Miscellaneous
portfolio would cover Motor TP and OD,
Engineering, Aviation, Health, and
Personal Accident lines of business).
Currently, over 70 per cent of the
business underwritten (Fire, Marine
Hull, Motor and Engineering) is
subjected to tariff controls, which
results in different business lines
having widely varying profitability
levels. For instance, while Fire remains
highly profitable at the existing pricing
levels, the Motor business, with a claims
ratio in excess of 100 per cent, is still
unprofitable. The TP business, however,
remains a tricky issue for the sector,
with a claims ratio in excess of 220 per
cent and tariff revision being a politically
sensitive issue. The pricing
insufficiency of this business is expected
to remain so at least in the medium
term, although of late, insurance
companies have been provided some
leeway in terms of increasing the
loading of premium in certain cases.

Table IV: Portfolio-wise premium for 2002-03 (Rs. in crores)

%

%

(Rs. in crores)
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challenge to the public sector
companies, which would then need to
devise newer strategies to maintain
their market position.

The other notable strategy being
adopted by the private sector is to
maintain a low presence in the Motor
business (the exceptions being Royal
Sundaram and Bajaj Allianz), which
although large, is difficult to administer,
given the considerable moral hazard
issues involved.

For the public sector companies, on
the contrary, the key revenue driver has
been their Motor business (although their
retail lines of business have also shown
good growth, albeit on a much smaller
base), which as discussed earlier has
historically been loss making.

Despite the adverse claim
experience of the Motor portfolio,
however, these companies have
depended on this portfolio for liquidity
and growth, given that it accounts for
almost 40 per cent of the premium base
for these companies and is
characterised by high retention levels.
The performance of the Motor portfolios
of the public sector companies have
however shown considerable
improvement in 2002-03, following the
upward revision in Motor OD tariffs,
which has resulted in the net claim ratio
for UIIC, NIC and OIC declining from
144 per cent in 2001- 02 to 118 per cent
in 2002-03.

The expected easing of regulatory
controls on pricing in the medium term
would also catalyse changes within the
industry, with pricing likely to emerge
as an important competitive tool. The
impact is likely to be most significant
in the profitable businesses (such as
Fire), although the currently
unprofitable portfolios (Motor) could

also see a pricing correction. While it is
difficult to predict the strategies that
the various players are likely to adopt
in a de-tariffed environment, it is
expected that the ability to price
products appropriately, underwrite
prudently and manage expense levels
would progressively emerge as the key
value drivers for the sector participants.

Increasing operating leverage and
repricing of investment portfolios would
need to be countered by considerable
increase in underwriting controls. The
pricing of a general insurance contract
is a function of the expected claim cost,
the expenses incurred to source and
service a client, and the yield available
on the investible surplus. Thus, the price
of an insurance contract should, in ideal
circumstances, adjust to changes in
claim costs, expense levels and
investment yields, which have shown a
steady and significant decline over the
past few years. The movement of the
combined ratio (a measure of
underwriting profitability), for the
public sector insurance companies
relative to the trend in G Sec yields, over
a five-year period is presented in the
graph below.

The combined ratio for the public
sector companies had shown an
increasing trend until 2001-02,
following which it declined because of
the improvement in the net claim ratio
for these players. While the high
combined ratio adversely impacted
profitability in the past, the falling
yields have not had much impact thus
far, as these companies have held on to
investments made during the periods
of high interest rates. Going forward,
however, ICRA expects the profitability
of these insurance companies to be
strongly determined by the following
three variables:

 The operating leverage (Operating
Leverage: Net Premium Earned/Net
Worth) combined ratio, and average
yield on investments. In ICRA’s opinion,
good business growth would lead to an
increase in operating leverage. A high
combined ratio on a larger premium
base would, however, result in an
increase in the level of underwriting
losses, which would need to be
compensated by stronger cash flows
from the investment portfolio. Premium
growth, despite increasing operating
leverage, is however important for two
reasons: one because it enables better
absorption of fixed overheads, and two,
because it increases the float on which
an insurance company earns its
investment income.

Relative Movement of Yields and Combined Ratio

The market would continue
to show good growth

increasing competitive
pressures, declining

interest rates, pricing
deregulation, and an
evolving regulatory

framework would present
significant challenges to the

public sector companies.
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However, given the declining trend
in investment yields, incremental fund
generation, due to both premium inflow
and the maturity of the existing
portfolio, would need to be deployed in
investment options offering
considerably lower yields. In ICRA’s
opinion, the prospect of declining
investment returns, could impact
profitability unless these companies
adopt strategies directed at
considerably decreasing their combined
ratio by tightening underwriting
practices and reducing operating
expenses. The public sector players
have, over the past one year, taken
certain initiatives towards these ends,
but in ICRA’s opinion, it may take some
time for such initiatives to show results.
ICRA therefore expects that until
substantial reductions are effected in
the combined ratios, these companies
would need to rely on profits on the sale
of equity shares/traded debentures for
bolstering their profitability, which may
however lower the liquidity levels and
financial flexibility from the existing
high levels.

Control over management expenses to
remain critical

As discussed, the public sector
general insurance companies would need
to considerably reduce their combined
ratios from the existing high levels so
as to ensure strong core profitability.
Apart from controlling the claim ratio,
efforts would also be needed to control
the expense ratio, as defined by the
ratio of Management expenses to Net
premium, which currently stands at
around 30 per cent. A growing challenge
for the public sector companies would
be the likely increase in business
sourcing costs, since the IRDA has now
allowed insurance companies to pay
commissions up to 15 per cent for
detariffed businesses and five per cent
for tariffed businesses.

ICRA feels that given the increasing
competitive pressures, the public sector
companies may have to considerably
increase their commission levels to
retain/acquire profitable customers,

which in turn would impact their
expense levels. The impact of the
increase in business sourcing costs
(brokerage and commissions) could
however be mitigated by a reduction in
fixed management overheads, such as
establishment costs, either through
work force rationalisation or closure of
non-remunerative branches. Further,
the expense ratio could also be
controlled by absorbing the fixed
overheads through growth in retail lines
of business offering good business
potential; however, ICRA feels that such

growth would need to be supported by
adequate underwriting prudence.

Faster claim settlement because of
competitive/regulatory pressures to impact
liquidity and reduce float availability

Despite their poor underwriting
profitability, the public sector general
insurance companies have so far been
able to generate strong operating
surpluses because of good growth
in premium levels and the float (arising
because of the considerable timing
difference between the receipt of
premia and settlement of claims)
enjoyed by them.

As competitive forces within the
Indian insurance market intensify, the
quality of customer service provided and
the transparency and timeliness with

which claims are serviced would
increasingly become a key
differentiating factor between insurance
companies. The public sector insurance
companies are weaker on the service
platform vis-à-vis their private sector
counterparts, and would need to
considerably improve and simplify their
claim settlement procedures so as to be
able to maintain their franchise. This
would imply that the insurance
companies would be under regulatory or
competitive compulsions to settle
claims more expeditiously; this would
considerably reduce the extent of float
available with them.

ICRA however feels that despite
such pressures, these companies would
continue to maintain fairly high levels
of liquidity because to their access to
sizeable equity portfolios, which would
continue to be valued at a considerable
mark-up over their book values.

Conclusion

The outstanding iAAA claim paying
ability ratings of public sector general
insurance companies, are primarily
based on their strong national franchise
and presence, besides their sound
financial position characterised by
favourable solvency, large investment
portfolio and strong reinsurance ties.
The domestic insurance industry has,
over the past few years, witnessed
significant changes, with competitive
forces intensifying and interest rates
(which drive investment returns)
declining sharply from the hitherto high
levels. Going forward, ICRA expects the
Indian insurance market to undergo
further changes once regulatory controls
on pricing are freed. In the dynamic
environment that is emerging, the
profitability of the public sector
insurance companies is likely to remain
under pressure. The ability of these
companies to successfully meet
competitive challenges and
demonstrate improvements in their
underwriting practices, costs of
operations and claim management and
service standards will be critical to
support the ratings at the current levels.

The prospect of declining
investment returns could
impact profitability unless

these companies adopt
strategies directed at

considerably decreasing
their combined ratio by
tightening underwriting
practices and reducing

operating expenses.
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If one were to look at the history of the
Indian insurance industry, major
landmarks have taken place in every
other decade starting from the 1930s
till the end of the last century.

It was in 1938 the Insurance Act
setting the rules and regulations for the
insurance market was passed.

In 1956 the Life Insurance Act was
passed giving birth to the Life Insurance
Corporation of India (LIC).

In 1972, the General Insurance
Business Nationalisation Act was
passed nationalising all general
insurance companies and organising
them into four subsidiaries of the General
Insurance Corporation of India (GIC).

And finally, in 1999, Insurance
Regulatory and Development Authority
(IRDA) Act was passed, opening up the
industry to private Indian and foreign
participation.

The market has evolved with each of
these legislations. Insurance is a long-
term business and it takes a while for
the market to mature and support the
economic growth of the country.  But can
the Indian market wait for another two
decades for development of essential
support agencies to take place? What
does the market require to aid
companies in a competitive, regulated
and open market environment?

 The Indian insurance industry faces
multiple challenges today. One of them
is the issues involved in moving from a
tariff to a detariff market.  The last
experience, when marine insurance was
detariffed in 1994, was disastrous for
the industry. The general insurance
industry had no clue what awaited them.
Premium rates touched unrealistically
low levels, leaving the industry reeling
for years. The market cannot afford a
similar experience.

Insurers, especially the smaller
players now fear the move to detariff
Motor Own Damage (OD) coverage. The
reason, first and foremost, the Indian
market does not have reliable, sufficient
and detailed data required for actuarial

analysis and pricing. Rating, based on
limited data could mean a repeat of the
1994 experience. Preferential rating
would not be possible. Thus clients,
with a claim free track record are
clubbed with those having a poor claim
record. In a growing competitive
environment, can insurers afford to offer
a uniform rate to all? Growing insurance
awareness brings with it a discerning
insuring public who do not accept the
‘one rate fits all’ policy any longer.

The market today is getting
fragmented with the entry of new
insurance providers. As far as the
private insurers are concerned, at this
stage their premium turnover is too

small to be used as a base for any
actuarial exercise. The public sector
companies have a wealth of legacy data,
which lies in various dockets around
India. Collecting and collating them for
meaningful analyses at the time of
detariffing Motor and other products
while not an impossible task, is
extremely time consuming, difficult and
expensive. The question is who will foot
the bill for this initiative?

What is the way out for India? A
possible road map for India to move to
a market experience based rating is to
begin aggregating market data
immediately. A market aggregator
collects and aggregates detailed data
from all the insurance companies and

offers consolidated data back to the
companies. This helps in better pricing,
improved market segmentation,
optimum reserve creation for unexpired
risks and assists in product design.

A market aggregator collects policy
and claims information from all the
insurance companies in the market and
consolidates the data. This is a highly
specialised job. With the huge database
at their disposal Market Data
Aggregating Agencies (MDAA) can
design policy coverages, analyse trends
and provide other data related services.
The market gets to use consistent and
sufficiently large data. This makes
pricing a lot more accurate and enables
insurers to offer preferential ratings.
Besides pure actuarial data an MDAA
could offer policy wordings, new product
designs, possible rating structures and
underwriting rules.

This saves the industry valuable
resources and time. Individual
companies would have to duplicate the
task at an incremental price. Experts in
the statistical, actuarial and technology
fields can be hired for the market as a
whole.  The best of talents can be
afforded because of shared costs.

MDAAs help not only the insurers
and regulators but also the customers
who would have the confidence that they
are priced at an accurate rate based on
past claim history and risk profile. The
lag time between filing products with
the IRDA and getting an approval is
kept to a minimum of 30 days (file and
use period) since objections from the
regulatory angle would be preempted.
As an alternative the MDAA could apply
for approval from the IRDA and offer an
approved product for insurers to launch
quickly.

Companies’ ability to be respond
suitably to the dynamics of the market,
meeting regulatory, statutory and legal
requirements could be possible with the
least turnaround time. This would be
the base product. Companies using this
service could of course modify the
‘vanilla’ product to suit their company
specific requirements.

Driving into a Detariff Zone
Lalitha Ravindran

Insurers, especially the
smaller players now fear

the move to detariff Motor
Own Damage (OD)

coverage. The reason
the Indian market does

not have reliable,
sufficient and detailed

data required for actuarial
analysis and pricing.
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This being a purely statistical
exercise a large population size coupled
with detailed data means better
predictions. Predictions based on market
data are a lot more accurate than they it
would be if based on data of a single
company. In a developing market like
India it is all the more true, especially
for the new entrants who together have a
market share of around 10 per cent.
Besides, information for a particular line
of business, which is new to the company,
can be approached more confidently,
armed with accurate market experience.
This is true even in a large market like
the US, where most insurance companies
use the products and services provided
by the market aggregator, Insurance
Services Office (ISO).

The Insurance Services Office (ISO),
a thirty two year old organisation in the
US, is a popular provider of state
approved property and casualty products
and services. They hire fellows and
associates from the Casualty Actuarial
Society (CAS), Certified Property &
Casualty Underwriters (CPCU) as well
as certified professionals from
Insurance Data Management
Association (IDMA). They are also
supported by legal, government and
regulatory experts who analyse the
effects of changing legislations and
regulations on the business.  ISO
provides standardised wordings and
coverages based on years of market
data. This can either be used as is or
companies can modify them to suit their
own requirements.  Everyone, insurers,
intermediaries and clients, benefit from
ISO with reduced costs, prevent fraud
and support competition by providing
comparative information to aid
decision-making.

What can IRDA do? IRDA has two
major roles to play, development of the
insurance market and protection of
policyholders’ interest. IRDA can
facilitate the setting up of an MDAA.
Regulations require that certain data be
submitted to the Authority. But a lot
more detailed data is required to be
aggregated. This initiative has to begin
immediately, when the operations are

small and easy to manage and maintain.
This way IRDA and the insurance
companies become privy to aggregated
data. This could be handled by an
external agency with proper credentials
and resources and enjoying IRDA’s
confidence.

In India the patronage of IRDA is
required at this stage because nobody
else is going to be able to manage and
invest in such a venture. This will
definitely go on to be a self-sustaining

proposition being funded by the
insurance entities through a fee on
products and data. There is no question
about the confidentiality of the data
being published because these will be
generic summarised data and not
individual case history. For example, the
MDAA will aggregate data on motor
vehicles insured in terms of models,
makes, seating capacity, driver profile
and so on. The rate approval function of
the IRDA would be a lot easier and
meaningful if it had access to authentic
actuarial data.

What are the benefits that the Indian
market can look forward to with an
MDAA? (See Table below)

In conclusion, the Indian insurance
industry could get a boost with access
to detailed, accurate market data both
historical and current. It is important
that this initiative is supported all the
way by IRDA. Can the market afford to
wait any longer?

This being a purely
statistical exercise a large

population size coupled
with detailed data means

better predictions.
Predictions based on

market data are a lot more
accurate than they would

be if based on data of a
single company.
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• Benefit of complete market data
• Shared costs of actuarial analysis
• Quick turnaround time to react to changing consumer, regulatory, legal and

statutory requirements.
• Reliable, accurate and sufficient data to take strategic decisions
• Supports competitive pricing but ensures that the limits are not crossed
• Supports differential pricing
• Assists in predicting losses more accurately
• Ensures policy wordings and coverages meet the legal and regulatory requirement
• Innovative product offerings

Intermediaries • Better pricing rationale for their clients
• Helps stay competitive

Regulator • Confidence that products are appropriately priced
• Realise the objective of developing the Indian market in a scientific manner
• Since loss predictions are more accurate appropriate reinsurance policies can be

spelt out
• Industry as a whole keeps expenses low thereby supporting the growth of the

market
• Easy to provide a benchmark rate for the market

Clients • Gives confidence that the products are priced properly
• Gives a choice of coverages to choose from
• Access to newer products

The author is Senior Manager and
Insurance Business Analyst, Insurance
Business Group, Larsen & Toubro
Infotech Limited.
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Report Card:LIFE

First Year Premium – September 2003

During the first half of the current
financial year, the 13 life insurers have
underwritten first year premium of
Rs.5,43,595.87 lakhs towards 87,38,024
policies.  Of this, individual business
accounted for Rs.4,41,760.09 lakhs for
87,32,435 policies.  The group business
accounted for Rs.1,01,835.78 lakhs for
5,589 policies.

Interestingly, about 60 per cent of the
business done by the life insurers during
the current financial year has been in the
second quarter. Correspondingly, 63 per
cent of the policies underwritten during
the six-month period have been accounted
for in July to September, 2003.

Analysis of individual business statistics
shows that LIC accounted for 88 per cent
of the business in terms of premium and

94 per cent in terms of policies.  As against
this, the private insurers captured 12 per
cent of the premium and six per cent of the
policies.  In terms of group business, LIC
captured 93.63 per cent of the premium
and 93 per cent of the policies.

The twelve private insurers captured
only 6.37 per cent of the premium business
and seven per cent of the policies
underwritten during the period for group
business.  Further, in terms of the number
of lives covered under the various group
schemes, LIC accounted for 63.35 per cent,
with the twelve private insurers
underwriting 36.65 per cent of the lives
covered.

A review of the performance of the
private players further reveals that ICICI
Prudential Life Insurance Company
continued to lead with a 3.41 per cent market
share of the premium underwritten and 1.29

per cent of the number of policies, followed
by Birla Sunlife in terms of premium and
HDFC Standard in terms of number of
policies.  In terms of the number of lives
covered under the various group schemes,
SBI Life led with 16 per cent, followed by
Max New York Life at 8.85 per cent.

Under the Varishtha Pension Bima
Yojana launched by the LIC in July this
year a premium of Rs.2,28,141.83 lakhs
towards 1,32,022 policies has been
underwritten.  This business accounts for
47 per cent of the first year business by
LIC for the half year.

In terms of market share, during the
half year ended September, 2003, the
market share of the private players, in
terms of premium, has gone up to 10.95
per cent as against 5.66 per cent in the
Financial year 2002-03.

At the Half Year Mark

1 Allianz BajajAllianz BajajAllianz BajajAllianz BajajAllianz Bajaj 1,244.191,244.191,244.191,244.191,244.19 4,717.694,717.694,717.694,717.694,717.69 0.870.870.870.870.87 14,36814,36814,36814,36814,368 67,60767,60767,60767,60767,607 0.770.770.770.770.77 3,0313,0313,0313,0313,031 18,27118,27118,27118,27118,271 0.880.880.880.880.88
Individual Single Premium 13.58 253.47 40 663
Individual Non-Single Premium 1,228.52 4,442.19 14,326 66,927
Group Single Premium 0.76 0.76 1 1 781 781
Group Non-Single Premium 1.33 21.27 1 16 2,250 17,490

2 ING VysyaING VysyaING VysyaING VysyaING Vysya 306.93306.93306.93306.93306.93 1,258.171,258.171,258.171,258.171,258.17 0.230.230.230.230.23 4,7634,7634,7634,7634,763 20,33920,33920,33920,33920,339 0.230.230.230.230.23
Individual Single Premium 0.55 18.85 81 2,773
Individual Non-Single Premium 306.38 1,239.33 4,682 17,566
Group Single Premium
Group Non-Single Premium

3 AMP SanmarAMP SanmarAMP SanmarAMP SanmarAMP Sanmar 174.74174.74174.74174.74174.74 655.98655.98655.98655.98655.98 0.120.120.120.120.12 4,0454,0454,0454,0454,045 13,55713,55713,55713,55713,557 0.160.160.160.160.16 5,2615,2615,2615,2615,261 30,07330,07330,07330,07330,073 1.451.451.451.451.45
Individual Single Premium
Individual Non-Single Premium 172.88 589.94 4,043 13,548
Group Single Premium
Group Non-Single Premium 1.86 66.04 2 9 5,261 30,073

4 SBI LifeSBI LifeSBI LifeSBI LifeSBI Life 1,230.851,230.851,230.851,230.851,230.85 3,297.173,297.173,297.173,297.173,297.17 0.610.610.610.610.61 4,5624,5624,5624,5624,562 15,40615,40615,40615,40615,406 0.180.180.180.180.18 64,85664,85664,85664,85664,856 3,31,4893,31,4893,31,4893,31,4893,31,489 16.0316.0316.0316.0316.03
Individual Single Premium 182.47 471.22 290 722
Individual Non-Single Premium 196.33 757.15 4,240 14,568
Group Single Premium 474.57 1,238.39 4 14 4,682 13,436
Group Non-Single Premium 377.48 830.41 28 102 60,174 3,18,053

5 TTTTTata AIGata AIGata AIGata AIGata AIG 1,514.201,514.201,514.201,514.201,514.20 6,304.146,304.146,304.146,304.146,304.14 1.161.161.161.161.16 15,54515,54515,54515,54515,545 63,30563,30563,30563,30563,305 0.720.720.720.720.72 9,9129,9129,9129,9129,912 70,50670,50670,50670,50670,506 3.413.413.413.413.41
Individual Single Premium
Individual Non-Single Premium 1,276.12 5004.25 15,540 63,271
Group Single Premium 37.71 195.52 1 1 6,558 43,674
Group Non-Single Premium 200.37 1,104.37 4 33 3,354 26,832

Sept. Upto Sept. Upto Sept. Sept. Upto Sept. Upto Sept. Sept. Upto Sept. Upto Sept.

Premium u/w % of No. of Policies/Schemes % of No. of lives covered
Premium Policies under Group Schemes

% of lives
under

Group SchemesInsurer
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6 HDFC StandardHDFC StandardHDFC StandardHDFC StandardHDFC Standard 1,122.161,122.161,122.161,122.161,122.16 6,618.576,618.576,618.576,618.576,618.57 1.221.221.221.221.22 11,24511,24511,24511,24511,245 71,16771,16771,16771,16771,167 0.810.810.810.810.81 4,0844,0844,0844,0844,084 21,37821,37821,37821,37821,378 1.031.031.031.031.03
Individual Single Premium 411.43 2,345.14 921 5,510
Individual Non-Single Premium 662.57 4,013.40 10,316 65,602
Group Single Premium 48.16 260.03 8 55 4,084 21,378
Group Non-Single Premium

7 ICICI PrudentialICICI PrudentialICICI PrudentialICICI PrudentialICICI Prudential 5,207.485,207.485,207.485,207.485,207.48 18,520.0718,520.0718,520.0718,520.0718,520.07 3.413.413.413.413.41 22,64022,64022,64022,64022,640 1,13,1501,13,1501,13,1501,13,1501,13,150 1.291.291.291.291.29 4,7554,7554,7554,7554,755 6,6246,6246,6246,6246,624 0.320.320.320.320.32
Individual Single Premium 877.14 3,805.20 869 4,289
Individual Non-Single Premium 4,239.30 14,613.31 21,759 1,08,837
Group Single Premium 91.04 101.56 12 24 4,755 6,624
Group Non-Single Premium

8 Birla SunlifeBirla SunlifeBirla SunlifeBirla SunlifeBirla Sunlife 1,693.861,693.861,693.861,693.861,693.86 8,241.228,241.228,241.228,241.228,241.22 1.521.521.521.521.52 8,1878,1878,1878,1878,187 37,23237,23237,23237,23237,232 0.430.430.430.430.43 11,92411,92411,92411,92411,924 37,66237,66237,66237,66237,662 1.821.821.821.821.82
Individual Single Premium 110.66 473.08 964 5,045
Individual Non-Single Premium 1,439.83 5,916.85 7,211 32,141
Group Single Premium 31.77 166.06 236 1,254
Group Non-Single Premium 111.60 1,685.23 12 46 11,688 36,408

9 AvivaAvivaAvivaAvivaAviva 541.34541.34541.34541.34541.34 2,214.302,214.302,214.302,214.302,214.30 0.410.410.410.410.41 5,3205,3205,3205,3205,320 27,16327,16327,16327,16327,163 0.310.310.310.310.31 5,6755,6755,6755,6755,675 20,31020,31020,31020,31020,310 0.980.980.980.980.98
Individual Single Premium 24.10 126.20 42 260
Individual Non-Single Premium 514.88 2,080.33 5,277 26,898
Group Single Premium
Group Non-Single Premium 2.36 7.77 1 5 5,675 20,310

10 OM Kotak MahindraOM Kotak MahindraOM Kotak MahindraOM Kotak MahindraOM Kotak Mahindra 516.96516.96516.96516.96516.96 2,613.662,613.662,613.662,613.662,613.66 0.480.480.480.480.48 3,4823,4823,4823,4823,482 16,56716,56716,56716,56716,567 0.190.190.190.190.19 2,1662,1662,1662,1662,166 34,21134,21134,21134,21134,211 1.651.651.651.651.65
Individual Single Premium 16.73 192.87 15 124
Individual Non-Single Premium 489.57 1,976.81 3,467 16,430
Group Single Premium
Group Non-Single Premium 10.67 443.99 13 2,166 34,211

11 Max New YorkMax New YorkMax New YorkMax New YorkMax New York 1,211.251,211.251,211.251,211.251,211.25 4,367.924,367.924,367.924,367.924,367.92 0.800.800.800.800.80 9,0159,0159,0159,0159,015 43,26043,26043,26043,26043,260 0.500.500.500.500.50 77,20377,20377,20377,20377,203 1,82,9511,82,9511,82,9511,82,9511,82,951 8.858.858.858.858.85
Individual Single Premium 3.69 45.36 8 71
Individual Non-Single Premium 1,005.73 3,970.96 8,992 43,138
Group Single Premium
Group Non-Single Premium 201.83 351.60 15 51 77,203 1,82,951

12 MetLifeMetLifeMetLifeMetLifeMetLife 181.84181.84181.84181.84181.84 724.42724.42724.42724.42724.42 0.130.130.130.130.13 2,0142,0142,0142,0142,014 7,4957,4957,4957,4957,495 0.090.090.090.090.09 2,6782,6782,6782,6782,678 4,3874,3874,3874,3874,387 0.210.210.210.210.21
Individual Single Premium 4.22 16.18 26 95
Individual Non-Single Premium 169.23 698.75 1,987 7,398
Group Single Premium
Group Non-Single Premium 8.39 9.49 1 2 2,678 4,387
PPPPPrivate Trivate Trivate Trivate Trivate Totalotalotalotalotal 14,945.8014,945.8014,945.8014,945.8014,945.80 59,533.3259,533.3259,533.3259,533.3259,533.32 10.9510.9510.9510.9510.95 1,05,1861,05,1861,05,1861,05,1861,05,186 4,96,2484,96,2484,96,2484,96,2484,96,248 5.685.685.685.685.68 1,91,5451,91,5451,91,5451,91,5451,91,545 7,57,8627,57,8627,57,8627,57,8627,57,862 36.6536.6536.6536.6536.65

13 LICLICLICLICLIC 95,223.0795,223.0795,223.0795,223.0795,223.07 4,84,062.554,84,062.554,84,062.554,84,062.554,84,062.55 89.0589.0589.0589.0589.05 18,60,75918,60,75918,60,75918,60,75918,60,759 82,41,77682,41,77682,41,77682,41,77682,41,776 94.3294.3294.3294.3294.32 3,59,6673,59,6673,59,6673,59,6673,59,667 13,10,08913,10,08913,10,08913,10,08913,10,089 63.3563.3563.3563.3563.35
Individual Single Premium 4,977.31 23,525.92 6974 38,039
Individual Non-Single Premium 68,781.52 3,65,183.34 18,52,567 81,98,520
Group Single Premium 21,464.24 95,353.29 1218 5,217 3,59,667 13,10,089
Group Non-Single Premium
Grand TGrand TGrand TGrand TGrand Totalotalotalotalotal 1,10,168.871,10,168.871,10,168.871,10,168.871,10,168.87 5,43,595.875,43,595.875,43,595.875,43,595.875,43,595.87 100.00100.00100.00100.00100.00 19,65,94519,65,94519,65,94519,65,94519,65,945 87,38,02487,38,02487,38,02487,38,02487,38,024 100.00100.00100.00100.00100.00 5,51,2125,51,2125,51,2125,51,2125,51,212 20,67,95120,67,95120,67,95120,67,95120,67,951 100.00100.00100.00100.00100.00

Premium u/w % of No. of Policies/Schemes % of No. of lives covered
Premium Policies under Group Schemes

Sept. Upto Sept. Upto Sept. Sept. Upto Sept. Upto Sept. Sept. Upto Sept. Upto Sept.

% of lives
under

Group SchemesInsurer
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Playing it Safe

The Life Insurance Corporation of India
(LIC) with life funds of Rs. 2,27,764
crores, 99.2 per cent out of the total life
funds Rs. 2,29,710 crores ( Rs. 2,14, 342
crores on March 31, 2002) at the end of
March 2003 dominates the investment
scene in the insurance sector. The rest
of the 12 life players in the private sector
contributed Rs.1,946 crores to the life
funds representing the impact of
liberalisation of the insurance sector.

The IRDA Regulations governing the
deployment of investments of life funds
have stipulated that not less than 50 per
cent of the life funds should be invested
in Government and Other Approved
Ssecurities; not less than 15 per cent in
Infrastructure and Social Sector and not
more than 35 per cent in Other Securities
subject to specified exposure norms with
not more than 15 per cent in Other Than
Approved Investments.

In the case of pension funds
belonging to his Pension Business and

G.V.Rao
The life insurance industry’s investment in Government and Other
Approved Securities has risen from about 58 per cent to 70 per cent in
2002-03 as against the norm of 40 per cent. The Market Securities levels
have fallen to 30 per cent from 43 per cent of the previous year.

General Annuity Business, every life
insurer shall keep invested such funds
in Government Securities and Other
Approved Securities not less than 40
per cent and the balance in Approved
Investments, to be governed by exposure
norms, not exceeding 60 per cent.

Life Funds

Against these norms LIC has
invested 64.1 per cent (52.9 per cent) of
its life funds in Government and other
Approved Securities at the end of March
2003. The share of its investments in
infrastructure is 13.6 per cent (12.9 per
cent): its share of investments in
investments subject to exposure norms
is 26.3 per cent (34.2 per cent). It would
seem that the performance of the stock
market has influenced LIC to redraw
its list of priorities in managing its life
funds. The shift in favour of Government
and Other Approved Securities is
noticeable. Its life funds grew by Rs. 14,
853 crores (seven per cent) in the year
out of a total increase of Rs. 15,368
crores for the life insurance sector as a

whole.  The increased contribution of
the private players is Rs. 515 crores.

The share of LIC in the total life
funds of Rs. 2,29,710 crores is about
99.2 per cent (99.4 per cent). The private
players have Rs. 1,946 crores (Rs 1,431
crores) as their share of life funds at
the end of March 2003. The
infrastructure sector has seen an
additional investment of Rs. 6,000
crores during 2002-03.

The industry has raised its
investments in Government and Other
Approved Securities from about 53 per
cent in 2001-02 to about 64 per cent in
2002-03. In the Approved and other
Market Securities, it has dropped from
about 34 per cent to about 22 per cent.
This shift may have an impact on the
investment returns for the year 2003-04.

Pension Business

In the case of Pension and Annuity
business, there is a significant drop in
2002-03 of the invested funds: From
Rs. 32, 507 crores at the end of 2001 -
02 it has dropped to Rs.30, 667 crores
(5.8 per cent) at the end of 2002-03. It
is LIC that has dropped it by Rs. 1,979
crores (6.1 per cent).

The investment of funds in
Government and Other Approved

LIC 1,22,655.51 1,09,684.24 1,46,239.85 1,12,736.25 30,998.16 27,292.31 50,526.18 72,882.19 1,119.38 9,648.41 2,27,764.20 2,12,910.75

HDFC Std Life 133.89 84.23 133.89 84.23 39.20 32.12 43.12 20.63 9.11 9.78 216.22 136.98

Max New York Life 38.01 42.19 104.10 106.93 27.12 27.17 15.82 34.67 5.00 7.00 152.05 168.76

ICICI Pru. Life 229.58 106.27 229.58 106.27 63.56 32.55 95.23 33.05 35.84 14.10 424.22 171.86

Birla Sun Life 31.00 38.10 50.05 57.19 15.14 15.18 9.77 27.04 3.02 0.00 77.99 99.41

Tata AIG Life 99.33 74.86 99.33 74.86 24.93 29.98 15.58 34.76 4.39 0.00 144.24 139.59

OM Kotak Life 78.91 59.82 78.91 73.71 26.49 23.57 36.73 45.83 18.25 12.64 142.13 143.11

SBI Life 122.18 76.32 122.18 76.32 31.29 26.93 29.38 28.08 17.96 -15.70 200.81 131.33

Allianz Bajaj Life 100.14 73.45 105.14 73.45 37.68 24.44 48.79 38.77 -0.38 0.26 191.23 136.66

MetLife 57.17 57.59 57.17 57.59 15.18 15.23 10.52 31.16 7.54 15.50 90.41 103.98

AMP Sanmar 65.56 65.56 18.80 9.92 119.75 94.28 119.75

ING Vysya 53.80 42.98 58.80 47.98 15.25 14.99 24.00 17.44 98.05 80.41

AVIVA 66.39 66.39 23.08 26.88 3.49 116.35

Government Other Approved Infrastructure Investments subject to Unapproved Total Life Fund
Securities Securities Investments  exposure norms Investments

Mar. 2003 Mar.2002 Mar. 2003 Mar.2002 Mar. 2003 Mar.2002 Mar. 2003 Mar.2002 Mar. 2003 Mar.2002 Mar. 2003 Mar.2002

Investment Portfolio - Life Fund
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Securities has risen from about 58 per
cent to 70 per cent in 2002-3 as against
the norm stipulated of 40 per cent. The
Market Securities levels have fallen to
30 per cent from 43 per cent of the
previous year.

Linked Funds
No specific comments are made as

the fund level is not quite large yet.

Conclusion

It is evident that funds have been
shifted to safer investment scrips of
Government and Other Approved
Securities. Whether it was a right choice
at a time when the stock markets are
looking up is a point to be considered in
retrospect. But the role of life insurance

industry in the context of the national
investment scene is something that
needs to be recognised.

The author is retired CMD, Oriental
Insurance Company Ltd.

LIC 473.63 4.21 473.63 4.21
HDFC Std Life
Max New York Life
ICICI Pru. Life 176.56 6.78 5.52 182.09 6.78
Birla Sun Life 68.65 3.49 5.26 68.65 8.75
Tata AIG Life
OM Kotak Life
SBI Life
Allianz Bajaj Life
MetLife
AMP Sanmar
ING Vysya
AVIVA 9.47 0.02 9.49

Approved Investments Unapproved Investments Total Linked Fund

Mar. 2003 Mar.2002 Mar. 2003 Mar.2002 Mar. 2003 Mar.2002

Investment Portfolio - Linked Fund

LIC 16.114.80 18,454.80 21,273.18 18,664.46 9,221.21 13,808.30 30,494.39 32,472.76
HDFC Std Life 35.99 2.20 35.99 2.20 2.86 3.04 38.85 5.24
Max New York Life
ICICI Pru. Life 57.18 11.68 57.18 11.68 5.22 9.99 62.40 21.67
Birla Sun Life 20.12 4.38 20.12 4.38 8.50 2.18 28.62 6.56
Tata AIG Life 4.27 4.27 6.53 10.80
OM Kotak Life 0.88 0.88 0.85 1.72
SBI Life 0.81 0.81 0.81
Allianz Bajaj Life
MetLife
AMP Sanmar 0.13 0.13 0.10 0.23
ING Vysya
AVIVA 0.16 0.16 0.06 0.22

Government Securities Other Approved Securities Approved Investments Total Pension Fund

Mar. 2003 Mar.2002 Mar. 2003 Mar.2002 Mar. 2003 Mar.2002 Mar. 2003 Mar.2002

Investment Portfolio - Pension Fund
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Insuring Insurance Advertisements
Rashmi Abichandani

In the last
three years the
I n d i a n
i n s u r a n c e
market has
seen the entry of
new companies
which offer a
variety of
i n s u r a n c e
products both

life and non-life. Obviously information
to consumers has also increased
tremendously, both from the old and,
with their addition, the new companies,
and this includes information about
products and the companies themselves
in an effort to reach out to the vast Indian
market.

Customers of many products and
services, specially in the financial
services sector including insurance,
suffer from an information asymmetry.
With a view to promote healthy
communication between the industry
and the consumers at large and with a
view to check unfair or misleading
advertisements that the insurer or
intermediary or insurance agent may
publish so as to protect the interests of
the policyholders, the Authority in
exercise of the powers conferred by
Section 26 of the Insurance Regulatory
and Development Authority (IRDA) Act,
1999, in consultation with the Insurance
Advisory Committee has framed the
Insurance Regulatory and Development
Authority (Insurance Advertisements
and Disclosure) Regulations, 2000
(advertisement Regulations)

These Regulations apply mutatis
mutandis to all insurance advertisement
and also empowers the intervention of
the Authority when advertisements are
not as per the Regulations.

Regulation 2 of the advertising
Regulations deals with the definitions.
In Regulation 2(b) the term ‘insurance
advertisement’ has been defined to
mean and include any communication
directly or indirectly related to a policy
and intended to result in the eventual

sale to solicitation of a policy from the
members of the public and shall include
all forms of printed and published
materials or any material using the
print and or electronic medium for
public communication such as
newspapers, magazines, sales talks,
billboards, hoardings, panel, radio,
television, website, e-mail, portals,
representations by intermediaries,
leaflets, descriptive literature/circulars,
sales aid flyers, illustrations from
letters, telephone solicitations,
business cards, videos, faxes, or any
other communication with a prospect or
a policyholder that urges him to
purchase, renew, increase, retain or
modify a policy of insurance.

The explanation clarifies what shall
not be considered to be an advertisement
provided they are not used to induce the
purchase, increase, modification or
retention of a policy of insurance.

They include materials used by an
insurance company within its own
organisation and not meant for
distribution to the public;
communications with the policy holders
other than materials urging them to
purchase, increase, modify surrender or
retain a policy; materials used solely for
the training, recruitment, and education
of an insurer’s personnel,
intermediaries, counselors and
solicitors provided they are not used to
induce the public to purchase, increase,
modify or retain a policy of insurance,
any general announcement sent by a
group policy holder to members of the
eligible group that a policy has been
written or arranged.

Thus the term advertisement has
been eloquently defined in the
Regulation. The Regulation lays down
the requirements which have to be
fulfilled by the insurer, intermediary or
the insurance agent for publishing the
advertisement through various media
including Internet website and e-mail,
and thus it would not be wrong to term
these as progressive regulations.

In this context I would like to cite an
example. There was an advertisement
by Company X which offered free
insurance on purchase of its product x.
The Authority sought clarifications from
the insurance company involved.   The
insurer pleaded that advertisement was
not filed with the Authority as it was
not an ‘insurance advertisement’ and
that the insurance company had entered
into a memorandum of understanding
(MoU) with Company X and issued the
latter a special contingency policy.

The insurer referred to the
explanation appearing in Reg. 2(b) above
which says “any general announcement
signed by a group policyholder to
members of the eligible group that a
policy has been written or appointed.”
The Authority examined the issue and
held that the policy is a special policy
available to all purchasers of product x
and that the purpose of the
advertisement was to advance the
insurance business of the insurer, as such
the exemption sought by the insurer is
not available to it and it was held that
the said advertisement offended the
Regulations and the insurer was directed
to discontinue the advertisement. This
is one illustration of the vigilance being
exercised by the Authority.

 One of the most basic and essential
requirements is that these
advertisements should not be unfair or
misleading. The term speaks for itself,
however it has been elaborately defined
in the Regulations.

One example was where a company
offered a huge survival benefit at 80
years for a life insurance policy. The
advertisement did not give complete
information about the product and only
highlighted one of the possibilities, i.e.:
of survival up to 80 years.

On looking at the actual product, it
emerged that on death before attaining
80 years, the benefit would be lower, and
this was not mentioned. Also, the
advertisement was considered as
misleading as the amount advertised as
the benefit for survival up to 80 years was
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not an intrinsic feature of the product but
a benefit related to the level of premium.
The insurer was informed of this and did
change the advertisement as per the
recommendations of the Authority.

The advertisement Regulations
mandate that every insurer or
intermediary or insurance agent shall
establish and maintain a system of
control over the content, form and
method of dissemination of all the
advertisements concerning its policies,
shall have a Compliance Officer whose
name and official position in the
organisation be communicated to the
Authority and who shall be responsible
for overseeing the advertising
programme, shall maintain an
advertising register at its corporate
office, shall maintain a specimen copy
of each advertisement for a minimum
of three years, shall file a copy of each
advertisement with the Authority as
soon as it is first issued together with
an identifying number for the
advertisement, the term number (s) of
the policy(ies) advertised and when the
product (s) was approved by the
Authority, description of the
advertisement and the method or media
to be used for its dissemination, shall
file a certificate of compliance with their
annual statement. As per the
regulations any change in an
advertisement would be considered a
new advertisement.

Regulation 6 requires that every
advertisement by an insurance agent
that affects an insurer must be approved
by the insurer in writing prior to its issue
and states that it shall be the
responsibility of the insurer to ensure
that the advertisements comply with
these regulations and are not deceptive
or misleading.

Further the Regulation requires the
advertisement to mention the full
registered name of the insurer/
intermediary/insurance agent and that it
should unequivocally communicate that
insurance is the subject matter of
solicitation. This is aimed at ensuring that

the identity of the advertiser and his
address are clearly disclosed to the public.

Regulation 10 goes a step further and
prohibits endorsements and other third
party involvement except as provided in
the Regulations. The Regulations
require every insurer or intermediary to
follow recognised standards of
professional conduct as prescribed by
the Advertisement Standards Council
of India (ASCI) and to discharge its
functions in the interests of the
policyholders. Further it mandates
inclusion of the statutory warning
regarding prohibition of rebates as
prescribed in Section 41 of the Insurance
Act 1938, in every proposal for an
insurance product.

The procedure of filing of the
advertisements with the Authority is

with a view to have an eagle eye over the
advertisements and to ensure
conformity with the Regulations so as
to promote healthy communication
between the industry and, ultimately,
to protect the interests of the public.

In fact it is not only that the
Authority that spots ‘problem’
advertisements, but alert consumers do
bring to the notice of the Authority
various discrepancies they observe.

The Authority welcomes people to act
as its eyes and ears, and help the Authority
to help them by bringing to the notice of
the Authority any advertisements which
are misleading or unfair.

Regulation 11provides that in case
of any contravention of the regulations
the Authority may either issue a letter
to the advertiser seeking clarification
within a specific time, not exceeding ten
days, or direct the advertiser to correct
or modify the advertisement already
issued in a manner suggested by the
Authority, or direct the insurer
to discontinue the advertisement
or initiate any other action that
may be deemed fit by the Authority.
Any failure on the part of the advertiser
to comply with the directions may
lead to further action including
levy of penalty.

It would not be out of place to mention
that the Authority has in a number of
instances sought clarifications from the
advertiser and has in some cases directed
the advertiser to correct or modify the
advertisement. The entire procedure
enumerated above goes a long way in
protecting the interests of the public. In
my opinion though the ground work is done
by the present Regulation and to a large
extent the interests of the public is
protected, one lacuna needs to be addressed
and that is regarding the time of filing of
the advertisements with the Authority.

At present an advertisement are to
be filed within two days of its first issue.
However, if there is a problem, by the
time the Authority intervenes the
advertisement is already in full public
view and the damage already done. So
my suggestion is that the procedure
should be changed to ‘pre-use filing’ so
that the intervention of the Authority
would be more effective and, more
importantly, can take place before there
is a chance for any damage to happen.

This would ensure that
advertisements, which are a very
essential, effective and powerful medium
of marketing products, are also healthy
and acceptable so that the interests of
the public are better protected. In short
a stitch in time saves nine.

The author is Assistant Director – Legal,
IRDA. The views expressed here are her own.

The procedure should be
changed to ‘pre-use filing’
so that the intervention of

the Authority would be
more effective and, more

importantly, can take place
before there is a chance for

any damage to happen.
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“Other things being equal, people will
buy from a friend. Other things being
unequal, people will still buy from a
friend”.

Well, replace ‘friend’ with brand. A
brand, in the insurance sector, or any
other sector for that matter, has to feel
like a friend.

Which takes me back in time to my
youth and my first brush with the
insurance industry through an agent.

His name was Sowrirajan; we used
to call him Sowri.  In a sense he was
extended family.  I remember him
running up and down the choultry taking
care of guests at my sister’s wedding.
He made me take my first life insurance
policy at the age of 20.  He had planned
it in such a way that I would get money
at the age of 40 to buy a car.  A car!
Hardly a priority in the mind of a young
bank clerk, who was busy counting other
people’s money and writing other
people’s fixed deposit receipts.

Today, I have a car and, although I
no longer live in Chennai, another
insurance adviser whose name is
Rajendran keeps telling me that I am
underinsured (who in India isn’t?), and
how I should get my children insured.

To me, the insurance brand of choice
is LIC (which incidentally has 100 per
cent share of my family’s and my
insurance business) and its agents are
my only contact point with the brand.
Yes, an insurance brand has several
people who handle it, all of whom can
affect its image.

Building the insurance brand

Branding is all about being unique
and differentiated.  And this has really
been the problem with the insurance
branding effort in India.  It has been
dominated by LIC the leader by far who
has been sitting on a gold mine.

The insurable population in India is
400 million with 80 per cent of the
Indian population without insurance

cover.  And the gross premium as a
percentage of the gross domestic product
(GDP) is a mere two per cent.  So
actually, most insurance advertising
has been sporadic at worst and generic
at best.  More so in categories like
Health insurance where the percentage
of total population covered is a miniscule
0.2 per cent!

And in a scenario where, until very
recently, LIC was the only player, most
advertising tended to be either merely
informative or plain dull.  Brands can
afford to be casual and uncaring in near
monopolistic situations.  And we have
enough Indian examples like HMT that
quickly felt the heat of concerted
opposition and slowly and steadily
declined.

And yet, in all fairness, the LIC
brand has not exactly been sitting back
on its huge policyholder base.  It has
improved its responsiveness, service

and technology.  It is proactive – sending
cheques well in advance to reasonably
surprised policyholders.  Its advertising
is better today and yet I must mention
this.  LIC must shed its public sector
baggage; stop working with 10 different
advertising agencies, each of which
represents the brand differently.

LIC must consolidate its business –
clearly, solidly, firmly with just a couple
of ad agencies.  Is LIC solid, reliable, on
the ball and innovative? With it or what?
Clearly a company can’t be different
things to different people or represent
different personalities in different ads.
And furthering this divide is advertising

agencies that agree to disagree.  Yes, LIC
is improving.  It is clearly not an HMT,
nor does it wish to be.  And ensuring
that it is on its toes is a host of insurance
brands, who have entered the Indian
market with dollars in their pockets and
hope in their eyes.

And speaking of LIC, they are sitting
on a gold mine of high net worth
individuals who are underinsured. LIC
has hardly any relationship marketing
effort worth talking about.  Can it not
borrow from the Jet Airways and the
Shoppers Stops of this world?  Brand
loyalty is a terrific thing that brands
strive for and rarely achieve.  I wonder if
LIC is even striving for this.

MNC brands?  What will they do?

The fact that MNC brands have deep
pockets is well recognised and well
documented.  And yet, are resources
alone sufficient to ensure success?  We
know that brands like Kellogg’s tried to
evangelise the concept of having cereals
for breakfast.  Die-hard idli-vada fans
like me never converted to the healthier,
more nutritious, cereal.  Others, after
some time, bought into the concept of
‘breakfast cereal’ from Kellogg’s but went
and bought the bag of cereal from
Mohan’s!

Ramanujam Sridhar

My Friend, the Insurance Agent

Branding is all about being
unique and differentiated.

And this has really been the
problem with the insurance

branding effort in India.
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Whilst I have not studied the
financial services market to the extent I
would have liked to, I can still hazard a
guess.  The name and size of the
international partner may have limited
relevance to the Indian consumer.  After
all, huge conglomerates have been
known to wind up their Indian (or
Mexican) operations at the drop of a hat.
So what’s important?  It’s the Indian
partner.  Has he been there, done that?
What is his distribution?  Is he as old as
the hills, thereby suggesting solidity
and reliability that is often yearned for
but rarely achieved?  I suspect the
ICICIs, Sundarams and Kotaks will do
better irrespective of the size of their
international partners.

Many of the MNC insurance
companies have been involved in some
brand building activity or the other.
Some have used public relations and
others a consolidation of advertising and
public relations.

A couple of campaigns come to mind.
One recalls the use of Snoopy by Metlife.
Clearly a case of concept being extended
globally. Without having the benefit of
studying the “before” and “after” one can
perhaps stick one’s neck out and say that
Snoopy is not a way to life here in India.
Perhaps this is the reason why the
ad campaign for Metlife has been
recently changed.

Another campaign that one can
recall is AMP Sanmar’s use of Steve
Waugh the Australian test captain who
finds India a second home. He is a
celebrity here and one suspects that his
frequent visits here, exploits on the field
and involvement in charity all help.

But otherwise I feel that a lot of
insurance advertising is warm, emotive,
relationship led and easily
interchangeable. An attempt is
being made to use humour and one
must also not forget that radio
is emerging as an option.

Advertising?

Often enough, advertising makes
a difference to brands.  Just ask
Levers, P&G or Nestle.  Now what
happens to financial products and
advertising for them?

I would suspect that in the world of
insurance, advertising might be a lot
less relevant.  It informs, creates
awareness and perhaps builds
reassurance.  But does it actually sell?
It may not, but it is a necessary hygiene
factor.  And yet what can advertising do
in a “me-too” world?

In the world of insurance, there
seems to be too few Gillette Mach 3s
and too many me-toos.

(Gillette is an amazingly successful
company that has come up with
products that are superior in
performance to whatever the
competition is offering. Earlier it was
the Gillette Sensor now the Mach 3,
which has three blades, clearly superior
to the competitive offerings).

To talk about something that is
inherently superior seems possible and
feasible and yet how many of us have
this advantage? Similar sounding,
similarly named, similar returns
products.  This results in too many
similar looking ads and brands,

confusing the consumer or having her
plain disinterested.  So which insurance
company can come up with a financial
Mach 3?  Yes, there’s an opportunity
somewhere.  And which insurance
company can build a clear, distinct,
corporate image for itself?

So what’s the future?

The future of branding in the
insurance industry is in strategy.  Gary
Hamel said, “If a company is interested
in understanding the future, most of
what it needs to learn, it must learn
outside of its own industry”.

Well, clearly the insurance industry
must look outside. What did Titan do?  It
realised that gifting was not a fad but a
trend.  Rather it created the trend. Today,
gifting occupies 55 per cent of Titan’s
sales.  What did Intel do?  It talked to
the end consumer when it was so easy to
talk to the original equipment
manufacturer.

Strategy can and will be the cutting
edge.  The trouble is that brands tend to
worry (at times unduly) about the short
term.  Successful brands think long term
and act short term.  Insurance companies
have to be here for the long haul.

Yes, India beckons.  The question is,
“Do you have it in you?”  And the answer
to the question is simple.  My friend, the
LIC agent was strong on personal
relationships but low on competencies.
Today’s new breed is probably more
competent, but many not have a network
or relation building skills.  The brand
that will make it in the future, will have
this unique blend of friendship and
competence.  So my friends in insurance,
“Just do it”.

The author is CEO brand-comm.
Feedback can be mailed to
sridhar@brand-comm.com

Similar sounding,
similarly named, similar
returns products.  This

results in too many similar
looking ads and brands,

confusing the consumer or
having her plain

disinterested.
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Saugata Gupta

Building a Brand

When the insurance industry was
first opened up and private players
entered the field in 2000, there was a
host of challenges that lay before
them. Consumer attitudes towards
insurance were largely indifferent,
and insurance was regarded as an
inflexible, tax-saving product that
offered low returns. Rarely was it
recognised for the multi-dimensional
protection instrument that it is.
Service levels were low, products were
not transparent and were typically
sold as the ‘one-size-fits-all’ kind,
with very little relevance to a
consumers’ actual need.

The most broad-based challenge
for all companies was to spread
awareness about life insurance – how
it works, its benefits and most of all,
its absolute necessity for anyone who
has dependents. At a more company-
specific level, the task for ICICI
Prudential was to build a relevant
brand that customers could trust.

Being a frontrunner in the life
insurance industry, ICICI Prudential
has always performed both the
category task, as well as the brand
task, with the help of advertising and
public relations (PR). The company’s
initial campaigns addressed various
myths and misconceptions about life
insurance, seeking to change
customer attitudes.

For instance, life insurance had
long been regarded as expensive,
rigid, difficult to understand and
good only for tax saving. As a result
of ICICI Prudential’s advertising, life
insurance is now increasingly seen
as a complete solution to meet one’s
myriad needs -  health, wealth, life,
child protection and retirement. It’s
a financial product that provides a
stable return on investment,
protects life at affordable cost,
secures a child’s future, does
retirement planning in the most
effective way and provides additional

health protection. It is now an
integral part of the consumer’s
wealth management basket.

The other major communications
task at the time of launching
operations was to present the
visiting card of the company to the
public at large and build credibility
and stature, so as to give the
consumer the confidence that ‘here
was a company that could be trusted
to invest funds with’. This required
a corporate campaign, which started
with advertising to establish the
brand, build awareness and give the
brand a larger than life image. The
aim was to position ICICI Pru as the
new and modern face of the life
insurance provider in India and
change the perceptions of the target
audience to view insurance not as a

compulsory tax saving instrument,
but as a means to lead a worry free
and secured life.

Amongst ICICI Prudential’s
innovative steps was the
introduction of lifestage and need-
based solutions selling, thereby
unshackling the category and
meeting specific customer needs.
The brand proposition for all the ad
campaigns was reflected in the line
“We cover you. At every step in life”,
i.e. that ICICI Pru Life is the only
private life insurance company that
provides consumer insurance

solutions which are relevant to the
unique needs at every stage of life.
The campaign also provided several
lines of support serving to inculcate
trust and belief in the company, such
as the competitive advantage or
product performance, a showcase of
products available for different
segments, the flexibility and value
addition in products and the sound
financial backing and credentials of
ICICI and Prudential

The advertising idea was
encapsulated in an endearing, lasting
and universally recognised symbol of
protection – the ‘sindoor’. The
company launched a mass media
campaign including print, outdoor,
Internet and radio and finally
culminating in the corporate film.
With the geographical expansion of
the company, TV became a viable
medium and the corporate campaign
was run on TV, because the medium
lends itself well to an emotional type
of film that strikes a chord with the
audience.

This campaign contributed
extensively to raising brand
awareness of the company and was
short-listed as one of the 12 most
effective campaigns for the year
2001 in the Effie awards. The Effies
– the name signifying that the
awards are for effective advertising
- are amongst the most significant
international advertising awards
because they lonour the one truly
important achievement in
advertising - results, i.e. how the
advertising really worked for the
brand. In another major
achievement, ICICI Prudential has,
this year, been selected as a
Superbrand, making it the only
private life insurer in the country
to receive this honour. As a
Superbrand, ICICI Prudential is in
the company of international
behemoths like Coke, Levi’s, Adidas,
Sony and McDonalds; as well as
Indian brands like The Times of
India, Jet Airways and Raymonds.

- the ICICI Prudential Experience

Once the corporate image
and brand identity were

established, we had to give
the customer a rational

and tangible reason to buy
– first of all insurance, and

secondly, from ICICI
Prudential.
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 Once the corporate image and
brand identity were established, we
had to give the customer a rational
and tangible reason to buy – first of
all insurance, and secondly, from
ICICI Prudential. This brought us
to the next phase of communication
- to inform the consumer about the
comprehensive product range and
present the benefits of the same.

This was tackled through product
advertising, which gave the customer
information that would help him/her
make a decision. ICICI Prudential
launched product-specific advertising
campaigns for most of its products -
largely through print and outdoor
advertising - once more performing a
category task, particularly in the
retirement solutions and child
solutions category. The retirement
solutions campaign attempted to drive
home the benefits of early retirement
planning, while the SmartKid
campaign educated customers about
a life insurance product that would
leave nothing to chance in providing
for their child’s future.

In fact, the retirement solutions
campaign launched last September
marked the first time that a private
life insurer ventured into TV
advertising for a specific product
category and was one of ICICI
Prudential’s most effective
campaigns, highly successful due to
the integrated efforts of product
development, advertising and direct
marketing. Recognising the dire
need for systematic retirement
planning amongst the Indian public
early on, ICICI Pru invested the
necessary resources in building
awareness and introducing products.
The challenge in this slow growth,
low awareness, category was to re-
position the traditional concept of
retirement planning and create
relevance for it among the 30 to 40

years age group that traditionally
had many emotional barriers against
retirement planning.

The word ‘retirement’ itself
brought to mind all the negatives
associated with old age – mainly the
loss of social, financial and physical
independence -  causing ‘avoidance’
or deferment of any decision relating
to planning for retirement.
ICICI Prudential launched a
campaign specifically to address this
psychological barrier by offering a
fresh perspective: be forever young
and lead an unchanged life
– an aspirational appeal for the
target group.

The advertising campaign was
complemented by other activities

like seminars to spread awareness
about the need for retirement
planning and direct marketing
innovations. The efforts paid off, and
ICICI Pru increased its market
share of pensions market to 23 per
cent of the total pensions market
and 73 per cent amongst the private
players in the market within six
months of launching its retirement
campaign. The company also won a
silver in the Effies 2003 for its
retirement solutions campaign.

Moreover, according to recent
syndicated ORG MARG studies, the
ICICI Prudential brand name and

advertising had the highest recall
amongst all private players, and was
only marginally behind LIC. On a
cost per saliency point basis, ICICI
Prudential, with an advertising
budget of about Rs 20 crore in FY03,
stands as one of the most efficient
advertisers in the category.

Three years since the liberalisation
of the life insurance industry, we see
consumers becoming increasingly
aware of and actively managing their
financial affairs. They are looking to
insurance companies to offer them a
complete solution and one of the
biggest challenges facing insurers is
to continuously re-evaluate customer
needs and develop products to fulfill
this need.

ICICI Prudential’s strategy is to
remain customer-centric in all that it
does, thereby constantly evaluating
and meeting customer needs. Regular
focus groups, individual meetings with
customers, listening to the Voice of the
Customer, etc, are all methods that
the company implements to ensure
that the customer remains central to
the ICICI Prudential’s being.

The author is Chief – Marketing, ICICI
Prudential Life Insurance Company.

The word ‘retirement’ itself
brought to mind all the

negatives associated with
old age. ICICI Prudential

launched a campaign
specifically to address this

psychological barrier.
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H. Narayanan
LIC’s Advertising Odyssey
Since Saturday September 5, 1956, the
day on which the first advertisement of
the newly formed Life Insurance
Corporation of India (LIC) appeared in
Indian mainline papers, various
campaigns, commercials and jingles
have informed and moved the readers
and prospects of the corporation.

LIC launches various advertising
campaigns to meet its corporate
objectives. As a provider of a service the
task of the corporation in achieving its
advertising objectives is more difficult
compared to the marketers of tangibles.

As Mr. G. N. Bajpai, a former
Chairperson of the LIC, once mentioned
in a press interview, three major factors
influence the advertisements of the
corporation. That life insurance is a one-
to-one business and not a mass product,
that the major part of the business is
finalised in the drawing room of the
client and finally, it is the brand and
the confidence level of the people that
matter. Various campaigns of the
corporation aim to address these three
major tasks.

Over the years the various
advertising and publicity campaigns of
the LIC were conceived to meet the
following objectives:

▲ Creating awareness in the mind of the
public about the need for life insurance

▲ Promoting and positioning various
life insurance products

▲ Corporate branding and societal
marketing

▲ Highlighting the various customer
centric activities including consumer
education

To achieve the corporate objectives
through a structured publicity
programme the corporation in the mid
1990s adopted the Publicity Policy with
well-defined mission statement and
statement of objectives. This policy
aims to translate the corporate
aspirations into meaningful
achievements.

From the 50s to the 90s, globally
the concepts in advertising underwent
a metanoia and, keeping pace with these
changes, LIC has also defined and
redefined its advertising and publicity
strategies.

During the nascent years of the
corporation, and up to the middle of the
1970s, the basic task was to create
awareness in the minds of the Indian
public about the importance of life
insurance as a financial security
instrument for the family and also to
build corporate image.

In those days when the reach of the
media was very limited many of the
advertisements of the corporation failed
to make any impact in certain parts of
the country. The visuals and the copy

did not blend with the socio-cultural
fabric of many states particularly in the
Southern regions of the peninsula. In
subsequent years in conformity with
global changes and challenges the
layout concept and copy platform also
changed and the advertisements started
having a universal appeal.

As an example as to how the
approach has changed over the years one
may cite the 2002 campaign ‘A touch of
Warmth…A feeling of security’ with the
visuals of the intertwined legs and feet
of a child and its parents eloquently
portraying the warmth of togetherness
and the security of life insurance

Similarly another recent campaign
‘Love… Care, Support & LIC’ has
impressive and non-controversial visuals
and supportive copy. Had the same
advertisement been produced in the 60s
or 70s the models would have been clad
in costumes familiar to the Northern eye
and almost alien to the traditions of
certain other regions of the country.

But back to the very beginning.The
everlasting contributions for the
pan-national image of the LIC came
from two sources. Surprisingly the
suggestion for the slogan came from an
insignificant cog in the bureaucratic
machinery of New Delhi’s North block.
S. Ananthachari, Stenographer to the
then Principal Finance Secretary,
suggested a verse from Chapter IX of
the Bhagavad Gita - the song celestial.

Many had reservations about
choosing a line from the scriptures as a
slogan for a public corporation. But the
then Finance Minister Chintaman D.
Deshmukh went all out to accept this
line from the Gita without any tinkering,
and the rest is history. Many may not
know that the phrase, ‘Yogakshemam
Vahamyaham’ (Your welfare is my
responsibility) is from the Gita, but
everyone, from the snowcapped
Himalayas to the surf drenched coasts
of Kanyakumari, knows the lines mean
the security of life insurance.

The logo of the corporation, slightly
scooped palms of two hands protecting
the flame of life was conceived and
designed by Advertising & Sales
Promotion Associates, a leading
advertising agency, from which Radeus
and Da Cunha Associates branched out
and became the principal advertising
agencies of the Corporation. In course of
time, considering the expansion of the
business and to bring in better
transparency in its publicity activities,
the Corporation enrolled more agencies.

To handle the public relations and
publicity activities of the fledgling
organisation in 1957 a Publicity &
Public Relations Department was
formed at the Corporate Office of LIC

Many may not know that
the phrase, ‘Yogakshemam

Vahamyaham’ (Your
welfare is my

responsibility) is from the
Gita, but everyone knows

the lines mean the
security of life insurance.
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at Mumbai with P. U. Oza heading it.
The first publicity budget was Rs. 12.50
lakhs! The amount that was considered
a mega advertising budget in those days,
appears a small speck before the
present publicity budget of around Rs
100 crores of the Corporation.
Considering the need to create
awareness about life insurance in the
country more than 70 per cent of that
initial budget was earmarked for press
campaigns and the rest for other
publicity activities.

In the same year LIC also brought
out its house journal ‘Yogakshema’. The
first issue was released in May 1957.
This house journal of the LIC, which is
considered one of the best corporate
house journals, received its first award
in 1960 at the All India Printers
Conference at Bangalore and in 1964,
the first prize in the category of
periodicals in English for design and
excellence in printing. The  award was
bestowed by the then Vice-President of
India Dr. Zakir Hussain. Thereafter
Yogakshema continues to be on a
winning spree. It has won awards under
different categories from the
Association of Business
Communicators (ABC) Press & Public
Relations Association (PAPRA) and the
Public Relations Society of India (PRSI).

The advertising team of the LIC also
received recognition in the same year for
its creative excellence for evolving a
uniform pattern of business and
identifiable public image. The award,
Khatau Gold Medal, was given by the
Indian Society of Advertisers.

Corporate sponsorship of art and
artists is a now fashionable way to also
achieve publicity. In 1963 – forty years
ago - the LIC conducted a competition
to select a mural for its entrance at
Yogakshema, its new corporate office
that was inaugurated on November 26,
1963 by Jawaharlal Nehru. One of the
winners was, hold your breath…
M. F. Hussain, and  he was paid Rs.
1,000 for the painting! (Hussain’s 1961
canvass ‘Bulls’ sold for a whooping U S
$1,07,550 at New York on September17,

2003.) The other winner, K. K. Hebbar,
was also paid the same.

Even now both the murals adore the
West and East wing entrances of
Yogakshema.  The original canvas along
with that of Hebbar and many others
are in the collection of the Corporation.

Till the mid 1980s the
advertisement of the LIC were in the
nature of institutional advertising and
for product promotion. A beginning
towards target specific campaigns
started in 1964 on the birthday of the
first Prime Minister of India. In those
days when children were not considered
important purchase decision
influencers, every year on November 14
the LIC used to come out with an
advertisement on the theme of children
as a mark of respect to the first Prime

Minister of India Jawaharlal Nehru who
was fondly called ‘Chacha Nehru’ by
children. Surprisingly at a time when
all the insurance companies chase
children as a major segment LIC
appears to have given up its pioneering
effort in creating awareness in the
minds of children about life insurance
security!

LIC’s concern for life insurance for
women started long ago. In 1983 when
the society looked at working women as
a second pay-cheque LIC recognised her
importance to the family as a mother,
wife and office-goer. LIC’s campaign
targeting women received the highest
creative excellence award for 1983.

Similarly the 2002 campaign ‘Jeevan
Shree for Successful Women and Men
Too’ received wide acclaim for its
headline projecting women as the
primary target, a refreshing change from
other financial advertisements.

In 1987 LIC ventured into the new
medium of television serial
sponsorship. It sponsored the well-
known Children’s’ programme
‘Puraskar’ as a Sunday morning slot in
the commercial channel of the
Doordarshan. The programme that was
about children who received President’s
Award for showing outstanding
presence of mind and bravery. From
then on LIC started sponsoring many
TV serials and produced one called
‘Kuch Khoya Kuch Paya’ based on
G. N. Dandekar’s Marathi novel
Padugavali. The title song for the
serial was by Lata Mangeshkar and the
serial was on air during December 1989
to April 1990.

In a competitive market, brand
building is sine-qua-non for the success
of any product. As far as the life
insurance industry is concerned LIC
pioneered branding and brand building.
The branding of LIC’s products under
the blanket ‘Jeevan’ was conceived way
back in the 1980s when the concept of
brand building in the Indian marketing
circles was in its infancy.

During the launch of two innovative
products ‘Jeevan Mitra’ and ‘Jeevan
Saathi’, the Corporation thought of
promoting the plans of insurance as a
tangible product instead of describing
the generic benefits through lengthy
copy as was the practice till then. The
idea was to make the customers
familiar with the brand and its
attributes. These two products launched
in July 1985 under identifiable brand
names set the trend for LIC’s future
advertising, which continues even now
with Jeevan Bharati being one of the
new additions.

The Jeevan blanket for an intangible
financial product was well received by
the public and media alike. Marco, a
well-known columnist of those days,

The branding of LIC’s
products under the

blanket ‘Jeevan’ was
conceived way back in the
1980s when the concept of
brand building in Indian
marketing circles was in

its infancy.
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Association at Australia during their
Australian Continent Annual Meeting.
The award had to be for B&W for LIC
started its foray into colour only from
the middle of the 90s to match the
advertising blitz of the private entrants!
Nowadays the print and electronic
media advertisements of the
corporation are excellent and some of
them match global standards.

LIC is one of the pioneers in India,
along with the house of Tata, in
subscribing to the concept of societal
marketing. The various steps the
corporation had taken to enhance the
quality of life would be beyond the scope
of this article. However to create an
awareness in the mind of the public that
the policyholders’ money is ploughed
back for nation building activities the
corporation occasionally releases
advertisements highlighting its
investment activities under a suitable
base line ‘People’s money for people’s
welfare.’

As an organisation committed to the
philosophy that handing over a liveable
earth to the progeny is the responsibility
of the present generation, LIC releases
advertisement emphasising the
importance of the environment on
April 22 World Earth Day. During
Diwali of 2002 the corporation came out
with an impressive advertisement
highlighting the need to avoid pollution.

The corporation’s concern for a safer
world is reflected in many of its print
media sub-tags. Eg.  ‘Cigarette smoking
is injurious to health’ ‘Prevent pollution
- check your PUC regularly’ ‘Water is
precious - conserve it’ ‘Save water it’s a
national resource’ ‘Preserve the wild - it’s
free but precious’ et al. Of late such
meaningful taglines are obvious by their
absence, will the Corporation reconsider?

Around this time the LIC conceived
a new tag line for its print media, ‘In the
Service of the People’. This line had
meaning when the public sector was
perceived as a white elephant. After a
long time, keeping in tune with the
changing times the tag changed to read,

highly commended this innovative
branding in one of his columns in the
Economic Times. The then Union
Finance Minister, Mr. N. D. Tiwari,
while launching another LIC product
spoke highly of the poetic appeal of the
brands. And years latter the same
sentiments were echoed by another
Union Finance Minister of the time,
Mr. P Chidambaram, in his budget
speech of 1996. He specifically
appreciated the powerful ‘Jeevan’ brand
registration in the public mind. Since
then brand building has also become an
important concern.

 From 1967, the year in which
commercial broadcasting started at
Akashvani, Mumbai, LIC has been using
the commercial channels of radio as an
effective medium to reach various target
groups, particularly the rural segments.
Many LIC jingles won prestigious awards
like the Advertising Society award, Radio
Advertising Practitioners’ Association
(RAPA) award etc. It may be interesting
to know that many of the star play back
singers of India like Kavitha
Subramaniam (nee Krishnamurthy),
Hariharan, Suresh Wadkar et al had lend
their voices to the various jingles of LIC
during their upcoming years.The present
writer remembers Kavitha and
Hariharan  as versatile, talented and
unassuming youngsters. The colonial
cousin had no chignon in those days.
Wadkar had his own style and had
established himself as a singer of
distinction.

From the early eighties consumers
became more aware of their rights and
many criticisms were also voiced against
the functioning of the Corporation. The
Consumer Education & Research
Centre (CERC) Ahmedabad, launched
a scathing criticism of LIC through its
monograph ‘A Fraud on Policyholders-
a Shocking Story’. To clear the
misgivings and to highlight the socially
meaningful role of the corporation the
LIC launched advertisement
campaigns in the form of institutional
advertisements. Apart from the regular
advertisements the corporation also

sponsored a column called ‘lici’ written
by a well-known columnist in an
advertorial style.

As a further step to minimise
misgivings, the corporation also started
many consumer education campaigns
familiarising the customers with various
‘Dos & Don’ts’ The corporation manifested
its customer centrist approach through a
good typographic copy titled ‘LIC has only
one policy, to serve the people of India
better…’ Another campaign ‘Re-kindle
security’ impressed the revival of lapsed
polices and another one as a command
copy educated the customers on the
importance of nomination, age admission,

keeping the policy safe, promptly
informing changes of address etc.

To instil a sense of pride about the
profession of life insurance agency, LIC
launched agents oriented campaigns
like ‘Your friend in need’ ‘Who is the
Agent in this picture?’ ‘Life, as an LIC
agent’ and a celebrity endorsement print
and electronic media campaign
featuring the well known LIC agent,
Mrs. Ritu Nanda.

LIC ‘s public service campaign in
connection with the 30th anniversary of
the corporation received an award for
excellence in communication in the Black
& White advertising category from the
International Advertising Agencies

From 1967, the year in
which commercial

broadcasting started at
Akashvani, Mumbai, LIC

has been using the
commercial channels of
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‘We Know India Better’, a covert signal
to the new entrants that they were yet
to feel the pulse of the Indian market
and also a veiled reply to a couple of
foreign insurance companies who tried
to pique the LIC with their pre-entry
campaigns!

During the last 47 years LIC had
brought out many print and electronic
media advertisements known for their
terseness in communicating the
message, and also for their elan, eclat,
and elegance. One or two of them for
their faux pas!

 For example when the corporation
launched its most popular pension plan
‘Jeevan Dhara’, the TV spot of 30
seconds modelled cute toddlers. The
video indeed was a visual delight. LIC
received many congratulatory phone
calls, some expecting mothers even
wished that they should have babies as
cute as those in the commercials!
Grand parents wanted to gift Jeevan
Dhara to grandchildren. But all the
vibrant enthusiasm to sign on the
dotted lines wilted when they came to
know that the product was for 50 +
blokes!

Similarly LIC never thought that
the Estate Duty, a big selling point in
those days would ever be abolished. Not
knowing the Estate Duty will be
abolished the LIC scheduled a
campaign to be released on March 1,
1985, with convincing copy as to why one
should opt for life insurance for saving
Estate Duty. But the Finance Bill
abolished the Duty and the advertising
department of LIC had to burn the
midnight oil chasing the publications
with stop release orders! Still in some
publications the advertisement and LIC
had to put up with the embarrassment!

The advertisements of LIC are
indicators of the changes in social values.
There was a time when widowhood and
death were anathema and were carefully
avoided in the copy. An LIC calendar of
the 1970s that caricatured a wife asking
her sick husband whether he had paid
his LIC premium received such flak from

the public and the agents saying that the
depiction of a housewife in that light was
derogatory to the Indian ethos and
womanhood. If the author remembers it
right, the cartoon was by Ahmed. But now
when Sudhir Dar shows a newly married
couple rushing to the LIC office in their
wedding finery everyone enjoys the joke!

While on cartoons it may be worth
mentioning that the inimitable
R. K. Laxman took a dig at the
Government’s populist loan mela in his
famous ‘You Said It’ pocket cartoons.
Looking to a loan mela the Common Man
thinks that in future people may not be
satisfied with ‘free’ loans, but may
demand free LIC policies!

Talking of free life insurance policies,
for the first time the LIC decided to
honour the Indian medal winners at
1986 Seoul Asian Games. All the 37
medal winners (5 Gold, 9 Silver and 23
Bronze) were presented with free life
insurance policies of different
denominations, premium prepaid by the
LIC. The beneficiary included India ‘s
sprint queen P. T. Usha.

For rural publicity, apart from wall
writings, slides in cinema theatres,
puppet shows, katha kalakshepams
(public story recital) etc since 1959 LIC
has been using mobile publicity vans
and, due to the advent of television and
availability of cable channels, even in
remote areas these vans had become
obsolete and some of them were
converted to ambulances and donated
to charity organisations!

While promoting hoardings the
corporation had also learned to take
various criticisms in the right spirit.
This was aptly brought out in a regional
house journal of the corporation. In a
cartoon the boss looks through his office
window and tells his secretary, “This
office had a wonderful view until this
horrible hoarding came up in front.”

It was this spirit of the corporation
at every tier to take criticism in the
spirit with which it is to be taken and
redress the grievances of the clients that
has made the LIC what it is today.

Two of LIC ‘s posters a ‘ A Symbol of
Love’ and  ‘An Everlasting Bond’ received
universal appreciation. Around the
same period LIC’s poster ‘Hands that
work-Hands that protect’ designed by
then photographer of LIC, Yash Mehta,
won the CAG award.

Since the production of its first
documentary ‘A Wise Policy’ in 1958
LIC’s foray into the production of
documentaries started. Based on the
poster copy, ‘A Symbol of Love’ the
corporation commissioned the
well-known documentary film
maker Dr. S. Krishnaswamy of
“Indus Valley to Indira Gandhi” fame
to make a documentary bringing out the
various aspects of its performance from
1956 to 1986.

The present commercial voice-over
tags of the Corporation ‘Jeevan Bima-
Zindagi ke saath bi- Zindagi ke baad bhi’
is a terse, vigorous and energetic message,
a message that motivates the agents to
executives to face new challenges.

Maybe LIC could think of producing
a documentary in 2006 during its Silver
Jubilee Year bringing out its
inseparable involvement with India and
its people for the last fifty years.

Keeping in tune with the
changing times the tag is

changed to read, ‘We Know
India Better’, a covert signal

to the new entrants that
they were yet to feel the

pulse of the Indian market

The author is retired Chief, Public
Relations and Publicity, Life Insurance
Corporation of India (LIC)
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That’s the name of a book by Jack Trout,
one of the authors of another famous
book “Positioning – the battle for your
mind.”

‘Differentiate or die’ came to my mind
as I keep seeing the sameness in most
insurance advertising. Early in the
advertising business my erstwhile boss
Mr. S. R. Ayer at Ogilvy & Mather
taught us two tests to check advertising
effectiveness.

▲ “So what?” he would ask anytime we
showed him some work. If your
advertising was built on a weak
premise, didn’t have a relevant,
compelling promise in an engaging
manner, it did not stand the
sharpness of this question. We just
had to get back to the drawing board.
It meant the death of all pompous,
self-congratulatory advertising.

▲ “Mask the logo” test. Take any
advertising and mask the logo. Can
people recognise the brand? If they
cannot, or they confuse it with your
competitor, you are in trouble!

Interestingly another famous
advertising creative genius – Neil
French – argues that the tone and style
of your advertising should be so
distinctive, that you cannot be mistaken
for someone else. Like Amitabh
Bacchan’s voice or Dilip Kumar’s voice
or, for that matter, even Johnny Lever’s
voice. Neil French says that well crafted
copy that manages this can actually get
rid of the logo, conventionally displayed
on bottom right hand corner.

I started out by talking about
differentiation, because I see the
sameness in insurance advertising.
From just five insurance companies in
2000 you now have 26 companies, since
the insurance sector was opened to
private operators too. In this clutter
mediocrity and sameness will abound.

Imagine you have to advertise an
insurance plan that helps you with post
retirement income. What do you show and
what do say? You and I can easily think
of what most insurance companies will
do. You will see predictable ‘A’ for Apple
kind of work. A plan for children’s
education will show children. A
retirement plan will have to show a grey
haired gentleman with his gracious
looking wife. An accident plan must show
crutches. You will be assaulted by visual
and verbal clichés. Some might be better
produced, but most will be similar.

Seasoned creative people will desist
this ‘category’ behaviour. What does this
mean? Let us take the Fevicol
advertising campaign. Most adhesives
might work hard to tell you that their
adhesives are the best. Fevicol on the
other hand has seized the high ground
on bonding and owns it. Fevicol
constantly finds fresher interpretations
for it. It has become a metaphor for
‘sticking together’, ‘staying stuck’ etc.
What is the proof that it is so? You see
cartoons that use this idea. I have seen
movies where a character is stuck and
the other is saying something like
“Kyon, Fevicol lagaya kya?”

Fevicol broke the rules of the
category. That is what we mean by
desisting category behaviour. This
becomes critical when there are more
players, many brands, and severe clutter

and there is no clarity or
distinctiveness. Amul stands apart
through its distinctive style in the
hoardings. Cadbury’s can’t be mistaken
for any other chocolate. Asian Paints
can’t be confused with any other paint.

Building preference for your brand
in a crowded world of confusing options
is the role advertising has to play in the
insurance business. Today that
preference finally rests in the hands of
the agent, whether we like it or not.
What difference is there between LIC,
ICICI Prudential or Tata-AIG for
instance? LIC has been in the business
longer. Other than that I would think
they are all equally trustworthy.
Frankly I don’t remember anything
distinctive about their advertising to
ring a bell.

Here is the real issue. If I want to
look at a life insurance policy today
whom do I call first? Who is on top of my
shopping list? That is the challenge that
insurance companies face. To be on top
of the shopping list.

In the old days advertising bore most
of this burden of differentiation. All
things being equal advertising built an
affinity to your company/brand and
made it desirable. Today the situation
is much tougher.

Customers have very little time;
they are under pressure and seek
instant answers for everything.  Your
advertising can be great and the
consumer feels motivated enough to call
your company. You can lose this prospect
because the call was badly handled or
in a poor sales call. But the matter does
not end there though. Customers talk
and exchange notes much more than
before. The Internet is another great
vehicle to share bad experiences. Such
stories spread like wild fire.

Insurance companies must therefore
see this entire game of acquiring
customers in a holistic fashion. The first

R. Sridhar

Differentiate or Die

It is not what our message
does to reader, but what

the reader does with
our message that

determines the success of
our advertising and,
indeed, the brand.
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step however is to get a share of the
customer’s mind. And stand apart.

For this we must understand how
advertising works. Most people think
that creating awareness and recall is the
purpose of advertising. (You just have to
read the strategy statements and
preambles to campaign presentations by
agencies). It is a given. Nobody creates
advertising to go unnoticed or be
forgotten. There is more to advertising
than awareness and recall, because
awareness and recall by themselves
don’t guarantee a favourable disposition
towards your brand or its purchase.

It is not what our message does to
reader, but what the reader does with
our message that determines the
success of our advertising and, indeed,
the brand. Communication occurs when
the audience does something with our
message. Because people are not
passive sponges just waiting there to
receive our messages.

Therefore we should be thinking
not about what we are going to tell
them, but about what we want them to
think, feel and do after seeing our
messages. Responses should be the
name of the game.

Every piece of advertising creative
is up against mental cages that all of us
have constructed over the years. The
bars of the cages are all the things that
life has taught us. Our knowledge, our
attitudes, our values, our beliefs, our
convictions. As the cage becomes
stronger and more complex, we feel
increasingly comfortable inside it and
increasingly confident in our ability to
cope with the world beyond the cage.

This cage is the most powerful element
in our communication process. It acts as
a filter in the process of interpretation.
Because we look at the world through the
bars of the cage, the bars impose their
own pattern on what we see.

Advertising has to find ways to
penetrate the bars of this cage. You can
penetrate the bars of the cage by sending
a piece of news, support and encourage
feelings and behaviours, base a message
on some existing part of the cage, share
experiences or answer dreams. Merely
throwing messages at people and
expecting people to act is wishful
thinking.

This is the biggest challenge before
the insurance companies in India. For
instance one of the beliefs could be “All
insurance companies are the same”.

How does advertising tackle this?
Creating preference for their brands
through differentiation and penetrating
the bars of customers’ mental cage is
the biggest task for advertising.

It will be interesting to see who
moves first in this direction. Your guess
is as good as mine.

If you are a manager or an executive
in one of the insurance companies,

I strongly urge you to subject all your
work to the following three tests.

◆ So what? Ask ‘So what?’ to the claims
that are being made in your
advertising. If they sound weak or
irrelevant you can catch it early.

◆ Mask the logo. And check it with
several people. If you advertising
looks or sounds the same, you know
what to do.

The author has been in advertising, direct
marketing and brand consulting for over
30 years now. His professional consulting
firm, Ideas-RS (www.ideasrs.com), works
in the area of corporate innovation and
creativity and focuses on “helping
individuals and organisations benefit
from the power of ideas”.

◆ Bars of the cage. Understand which
bars of the consumer’s mental cage
are you addressing through your
advertising.

◆ Have photographs of your prospects
on your walls. Imagine how your
advertising will appeal to that man
in Pollachi, the lady in Nagpur or the
old man in Kolkatta.

◆ See plenty of good advertising that
stands apart in its category. Observe
rule breaking advertising and
analyse why they succeed.

◆ Insist on seeing competitive
advertising every time you are
presented new work.

◆ Look at insurance advertising that
worked in developed markets. Study
path breaking work.

◆ ‘What if?’ Challenge the agency to go
completely visual. If they were not
allowed to use words what kind of
pictures would they use? How? And
why?

◆ Constantly challenge unwritten rules
and assumptions.

◆ Don’t be afraid to demand great
advertising.

If you are agency professional you just
do two things.

▲ Put yourself in the shoes of the client.
Go through points 1 to 10.

▲ Put yourself in the shoes of the reader
to whom the advertising is targeted.
Be honest. Would you really read this
advertisement? Leave alone respond
to it? Listen to your honest free mind.
If you find yourself humming and
hawing you should be looking to
changing the work.

There is more to
advertising than

awareness and recall,
because awareness and

recall by themselves don’t
guarantee a favourable
disposition towards your

brand or its purchase.
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Estimates, Valuations and Provisions
P. S. Prabhakar

The Provisions for Outstanding Claims
very much form part of Policyholders’
Funds and constitute a significant
portion of the major cost for the insurance
companies. However, these are
estimations based on information in
possession of the insurance companies
on the date of closing the books. The
information could include surveyor’s
assessments, spot survey reports,
insurers’ guesstimates based on the
available documents and sometimes
even simply on the data given, not given
or partially given by the claimants
themselves in the claim forms.

There are really no hard and fast
rules on how to make these provisions
and it is left to the discretion and
judgment of the claims department staff
as also to pruning by the managements
and hence, unlike the URR, which will
be a structured estimate, the provision
for outstanding claims will always be
an unstructured estimate. This not only
significantly influences (sometimes,
even unduly) the bottomline but also
has the potential to distort the
company’s liabilities in the Balance
Sheet on a given date.

Next, the offspring of the Provision
for Outstanding Claims, called IBNR
(Incurred but not Reported), was for
time immemorial propped up as an
adhoc percentage of the parent figure.
For the first time, IRDA has stipulated
that it should be valued actuarially.
Indeed a sound move, though it is also
expected that the procedures in this
aspect are transparent, fair, judicious
and also reviewable by IRDA’s in-house
inspection team which should contain
qualified and renowned Actuaries.

This is very important in view of the
fact that Chartered Accountants in their
routine audits, may not at all be
competent to ‘audit’ actuarial
valuations and normally go blindly by
the certifications in this regard.

IBNER (Incurred but not enough
reported) is again a brainchild of IRDA’s
new regulations and whatever stated for

IBNR holds good for IBNER too. (It is to
be, however, noted that the IBNR and
IBNER will not qualify for tax
deductions like Outstanding Claims
provisions).

The Institute of Chartered
Accountants of India (ICAI), the only
official body which can come out with
industry-specific Accounting Standards
(and, which also has recently been on
an ‘issue spree’ of such standards) could
perhaps, in  consultation with IRDA and
also top brass of the industry, devote
special attention to this all important
aspect of insurance accounting.  Rather
than the hard aspects of accounting,
which will see the actual funds flowing
in and out and finding their ways to the
financials, it will be such soft aspects

(like estimates and provisions) of
accounting that are susceptible to
become nerve-centres of what has come
to be sarcastically called as “Creative
Accounting”.

Before this extended discussion on
Outstanding Claims is wound up, there
is one point that really needs to be
mentioned to be fair to insurers.  The
claims cost creates the major hole in
the pockets of general insurers, the chief
contributor being Motor Third Party
(TP) claims. It is a matter of surprise
that in our country the insurers have
not been able to strongly lobby for the
removal of the ‘unlimited liability’
clause in the Motor Vehicles Act, 1988
(MVA).  This is the singular reason for

bleeding of the insurance companies in
our nation, where people are given the
message that it is more profitable to
die in road accidents rather than in rail
or even air mishaps.  As long as this
crucial aspect is not addressed, our
general insurance industry’s gestation
period may be never ending.  Even
Justice Rangarajan Committee’s
recommendations on this have not been
very forthright.

Catastrophe Reserve

IRDA’s new regulations talk of
building ‘Catastrophe Reserves’ in the
books of general insurers and, as the
very name suggests, this is a buffer
provision for mitigating catastrophic
losses that might hit the insurance
companies.  The point really is, why at
all should companies be asked to build
these reserves if they can cover
themselves amply with Cat XL
(Catastrophe Excess of Loss) covers?
Perhaps IRDA could monitor the
adequacy or otherwise of such covers
that insurers buy for themselves but
isn’t it a little too much to teach risk
management strategies to the insurers
themselves?  It is like a business concern
building its own insurance sinking fund,
besides taking adequate insurance
policies. Again, the amounts set up to
build such reserves would not even be
tax deductible but the Cat XL
premiums (as a cost element) would be.
It is hoped that IRDA would apply its
mind to this aspect.

Policyholders Vs Shareholders

The definite distinction between the
two classes of stakeholders viz.,
policyholders and shareholders has at
last got statutory recognition, especially
in terms of financials.

In the pre-IRDA scenario, the
investment incomes of the general
insurance companies were fully credited
to the Profit and Loss Accounts and the
“Underwriting Result” did not have any
part of this income, giving the
impression that the insurance business
of a company that was being carried on

It will be the soft aspects,
like estimates and

provisions, of accounting
that are susceptible to

become nerve-centres of
what has come to be

sarcastically called as
“Creative Accounting.”
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across the length and breadth of the
country through thousands of
operational offices was simply losing
money and that only the investment
department housed in a corner of the
head office was making up for it by
ingenious investment activities and was
solely responsible, if at all, for changing
the colour of the bottomline from ‘danger
red’.  How the investment portfolios of
these PSU general insurance companies
were managed (mostly stage managed)
could be material of another full blown
series of articles!

Little consideration was given to the
fact that the investible funds consisted
both of policyholders’ and shareholders’
funds. Very wisely, the IRDA
regulations have mandated that the
investment incomes attributable to the
Policyholders’ Funds should be taken to
the credits of the respective revenue

The requirement that
Policyholders’ Funds

should be more judiciously
and cautiously invested

than Shareholders’ Funds
is very much in line with
international practices
and no one can have
serious complaints.

accounts to reflect a truer picture of the
underwriting results.

Interestingly, Form F of the now
deleted III schedule to the Insurance Act,
1938, which prescribed the Revenue
Account formats, did certainly indicate

such an appropriation in the Revenue
accounts themselves but the public
sector unit (PSU) insurance companies
preferred to feign ignorance of that.
However, with IRDA’s new and more
pronounced diktats, they have not been
able to dress their windows anymore in
the manner they liked. However, the
requirements that Policyholders’ Funds
should be more judiciously and
cautiously invested than Shareholders’
Funds is very much in line with
international practices and no one can
have serious complaints.

The author, who used to work with the
nationalised general insurance industry,
is a practicing Chartered Accountant. In
this series he will deal with various aspects
of financial reporting, disclosure and
audit requirements of insurance
companies.

How are you coping with it? Are you leading,
following or getting run over by it?

The insurance industry has changed over the years.
how has it changed for you? or how has it changed
you and the way you live and work....

Write to us in not more than 250 words. The best
5 entries will be published and the top entry will
get a surprise gift!

(Hint: Humour is, even though we are in the
insurance industry, permitted!)

Send it to us at

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

Change
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Royal Sundaram 2,146.76 13,221.29 1,613.97 8,909.40 1.64 48.40
Tata AIG 2,954.26 19,401.11 1,468.18 11,603.19 2.40 67.20

Reliance General 800.50 8,092.49 1,522.07 8,610.74 1.00 -6.02

IFFCO-Tokio 2,364.31 16,769.51 1,616.28 10,114.36 2.08 65.80

ICICI Lombard 3,938.48 23,485.63 1,814.24 7,276.34 2.91 222.77
Bajaj Allianz 3,502.34 21,806.56 2,024.56 12,787.13 2.70 70.54

HDFC Chubb 755.99 3,595.18 0.44

Cholamandalam 579.87 4,355.37 0.54

New India 30,076.00 1,94,670.00 29,382.00 1,92,438.00 24.09 1.16
National 27,755.00 1,66,418.00 23,077.00 1,42,534.00 20.59 16.76

United India 25,745.00 1,65,630.00 24,692.00 1,59,845.00 20.50 3.62

Oriental 20,197.00 1,50,469.00 19,328.00 1,46,969.00 18.62 2.38

ECGC 3,510.01 20,191.49 2,572.63 15,901.50 2.50 26.98

PRIVATE TOTAL 17,042.51 1,10,727.14 10,059.29 59,301.15 13.70 86.72

PUBLIC TOTAL 1,07,283.01 6,97,378.49 99,051.63 6,57,687.50 86.30 6.03

GRAND TOTAL 1,24,325.52 8,08,105.63 1,09,110.92 7,16,988.65 100.00 12.71

Insurer Premium 2003-04 Premium 2002-03 Market share Growth %
upto Year on

September, 03   YearFor the month Upto the month For the month Upto the month

(Rs. in lakhs)

Gross Premium Underwritten – September 2003

Half-yearly Review

At the end of the second quarter of
the current fiscal, non-life insurance
business has surged by 12.4 per cent to
record a premium income of Rs. 7,880
crores (Rs. 7,011 crores). The accretion
of Rs. 869 crores has come about with
the eight private players contributing
about Rs. 514 crores and the four public
players Rs. 355 crores. To the growing
size of the market of Rs. 869 crores, the
private players have contributed nearly
60 per cent.

Out of the total premium generated
of Rs. 7,880 crores the share of the
public players is Rs. 6,773 crores
(5.5 per cent growth rate) and that of
the private players Rs. 1,107 crores
(87 per cent). The market shares of the

two seem to be stabilising at about
85 per cent for the public sector and 15
per cent for the private players.

At the end of September 2003, it
would seem that a few private players
like the ICICI-Lombard with an
accretion of Rs. 162 crores (222 per cent
growth), Bajaj Allianz with Rs. 90 crores
(70 per cent), Tata-AIG with Rs. 78
crores (68 per cent), IFFCO-Tokio with
Rs. 67 crores (66 per cent) are
spearheading the growth of the private
players already in business for more
than a year.

In contrast, among the public players
National Insurance with an accretion of
Rs. 239 crores (17 per cent) is the lone
insurer leading the battle for market
share. UIIC with Rs. 58 crores (3.6 per

cent), Oriental with Rs. 35 crores (2.4
per cent) and New India with Rs. 23
crores (1.1 per cent) seem to be in
defensive mode of consolidation and
perhaps on a profitability trajectory. In
the absence of department-wise growth
figures, it is not possible to determine
in what segments of business the
market as a whole is developing and
what particular strategies each insurer
has adopted towards the market. Is the
major growth taking place in Motor and
Health that are customer driven
segments?

A growth rate of 12.4 per cent at the
halfway point as against a growth rate
of nearly 20 per cent for the last fiscal
does not look that good. With the entry
of brokers, corporate agents, TPAs and
with more professional agents recruited,
the market should have reflected how
their entry has made a difference in
terms of improved growth rates and
rising premium volumes. Perhaps the

Growth rate yet to catch up with last year
G.V.Rao
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market trends in the next few months
will indicate what difference these new
distribution channels have made to
organise the unorganised market of
personal lines and rural sectors.

A growth rate of 5.5 per cent for the
public players, at the end of the second
quarter, shows how tough the market
competitive conditions have become for
them. It is interesting to speculate the
measures they intend taking to diversify
the market in the under-served and
unorganised sectors that are waiting for
their intervention even while they have
to defend their existing customer
accounts from being knocked out by
aggressive competitors and new
distribution channels.

They seem to have a tough job
on their hands. The private sector
growth rate that was 90 per cent at the
end of August has dropped to 87 per
cent. Is this a trend of toughening
conditions for them?

How was the month of September
2003 for the market?

The market grew in September by
Rs. 142 crores (in August it was Rs.
117cr) with a growth rate of 13.2 per
cent (11.4 per cent in August). Of the
Rs. 142 crores accretion, Rs. 70 crores
(Rs 70 crores) was the contribution of

the private players and Rs. 72 crores
(Rs 46 crores) from the public players.
National Insurance contributed Rs. 46
crores (Rs 52 crores), UIIC Rs. 10 crores
(Rs3 crores), Oriental Rs. 9 crores ( -Rs
16 crores) and New India Rs. 7 crores
(Rs 7 crores). Public players have
improved their results in premium
growth in September.

Among the private players ICICI-
Lombard has shown an accretion of

Rs. 21 crores (Rs. 32 crores in August),
Baja Allianz Rs. 15 crores (Rs. two
crores), Tata-AIG Rs. 15 crores (Rs. 11
crores), IFFCO-Tokio Rs. seven crores
(no growth). Their contribution has
remained at the same level as in August
of Rs. 70 crores.

Forecast

Will the growth rate of the market
stabilise at about 12 per cent to 13 per
cent by the end of the fiscal? The market
may grow to about Rs. 16, 500 crores
(Rs. 14, 200 crores) with public players
contributing Rs. 14, 000 crores and the
private players Rs. 2,300 crores. With
the entry of brokers, corporate agents
and others these figures may go up.

On the claims front, it would appear
that the year 2003-04 is still enjoying
lots of bountiful luck as no major
man-made or nature-driven claims have
been reported. With these trends,
the underwriting balances of insurers
should hopefully improve to make
them financially strong. Meanwhile the
battle for premium growth is still the
only talk in town.

Premiums 2002 and 2003 Public Sector

Note:
1. Total for 2002-03 is for 12 month period
2. Total for 2003-04 is for 6 month period

The author is retired CMD, Oriental
Insurance Co. Ltd.
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IT – Ask ‘Why?’ First
G.V.Rao
Insurance is information intensive

Information Technology (IT) could be
a valuable aid for efficient customer
service, effective management and
meaningful regulation in insurance
business. Insurance policies are
intrinsically promises of future
performance of a contingent nature.

While the product sold is intangible,
the subject matters of most policies are
real people and property and their
financial interests. Insurance is an
information-intensive business. It not
only generates a lot of data but is also
expected to collect data from external
sources for running its business.

Business is futuristic

Pricing of risks, underwriting of
insurance business, processing of
claims, evaluating company
performance, finance and accounts and
delivery of service depend upon the
collection and analysis of a variety of
data about customers, risk factors of the
subject matter covered, past claims
experience and a futuristic view of
economic developments. The nature of
insurance business is such that
information management has become
a crucial management tool for a variety
of management tasks.

The public image of the industry
depends on how this data collected is
harnessed for the benefit of customers
and for evaluating profitability, cost,
revenue and performance levels of a
variety of distribution channels,
customers and departments. If it is
used, as most often it is, for systems
control, accounting, business
transactions, fulfilling legal formalities,
and not with the basic and fundamental
purpose of benefiting the customers and
adding to their convenience and
exploiting future business opportunities
then its major purpose is flawed.

Knowledge should be decentralised

Decentralisation of collated
information to knowledge workers who
actually perform tasks involving

customer interface, has become the
norm now. Networks, terminals, process
outlets and linkage through
telecommunication channels is a
familiar corporate scene. Data
processing to systems analysis to
decision supporting and decision-
making is the accepted corporate code.
As long as any portion of business
transactions is carried on manually,
delays, information gaps and
inaccuracies in the data are not
uncommon.

Computer culture

Spread of computer culture within
the company depends upon the number

of staff that is not only computer literate
but is aware fully of what the installed
systems can deliver. A keenness to
improve and learn the systems and
software already installed for upgrading
information support for futuristic
planning is another aspect of
managerial responsibility.

This requires large scale training
inputs to ensure that the staff at all
levels has not only the necessary
information available to make decisions
but is willing enough to absorb future
developments in the software industry
with a sense of delight, familiarity and
enhanced job satisfaction. The rate of

obsolescence of technology is high and
long term planning in acquiring
technology is important to improve on
how service is delivered in future. IT
and how it is harnessed is a powerful
competitive advantage for an
organisation in product innovation,
customer needs analysis,
communication, strategy planning and
performance evaluation.

Management of IT

It is not only the quality of
information or the timeliness of its
availability that determines how IT is
harnessed in an organisation but of
what use such information is put to
towards achievement of well-defined
corporate goals/targets/objectives that
is at the heart of management of IT.

IT captures a variety of data that is
converted into information when
properly collated, and through an
intelligent analysis such information
gets translated into knowledge. Such
knowledge is available for supporting
decision-making by those responsible
for making them. Defining IT goals at
micro-level and at macro-level is vital.
The aim of IT should be to improve
organisational performance in
identified and targeted areas that are
linked to performance.

If IT is used, for systems
control, accounting,

business transactions and
fulfilling legal formalities,
and not with the basic and

fundamental purpose of
benefiting the customers

and adding to their
convenience and

exploiting future business
opportunities then its

major purpose is flawed.
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Analysing existing customer
profiles, determining their insurance
needs – current and future – tracking
present service delivery standards,
making operational improvements to
enhance customers’ profitability
contribution should form the core of IT
management. It is necessary to self-
diagnose if the present IT systems in
operation are used to obtain the best
results towards the corporate
objectives.

In most organisations, IT systems
are installed to speed up existing
antiquated work procedures and
processes that are meant to control the
work that their staff does than keeping
the customer and his service needs
uppermost in view, IT has failed to make
an impact in most public sector
organisations, as a competitive
advantage, at the market place in India.
This has probably happened as the basic
core and fundamental objectives of
installing IT systems and their
subsequent upgrades, have not been
clearly defined nor understood as
required by the corporate managements.

Assessing the status of current IT
performance and focusing on
understanding of its current usage and
finding potential gaps for improvement
at various levels should be an on-going
exercise. While knowledge is an
undoubted corporate asset, it needs
exploitation to achieve results
beneficial to the corporation. The role of
top management in leveraging the
capabilities and competencies of
knowledge workers cannot be overstated
in its pursuit.

Lack of computer literacy, at the
middle and top management levels, has
failed to inspire the organisations to
become learning organisations, as they
ought to be and on a continual basis.
Any change in work culture, as usage of
IT as a corporate language necessarily
involves, has to be top-driven. Unless
the top and middle management levels
themselves become sources for new
learning, organisational improvements
will prove as incremental.

IT, as an important management
tool to improve performance levels, will
succeed only when employees from
bottom up become energetic
participants of learning and acquiring
new knowledge and skills to use them.
Creating conditions for  “knowledge
pull” rather than “knowledge push” is
what the managements should
concentrate on.

Embedded knowledge also needs to
be shared with others, even while the
corporation is generating new
knowledge. But before spending lavishly
on the journey of acquiring IT knowledge
and using it, one has to know the
destination points and how long the
journey will take.

Conclusion

Acquisition of IT knowledge and
knowledge management has become an
important source to add value to
business transactions in a fiercely
competitive environment.  IT has to be
harnessed for achievement of identified
and well-defined corporate objectives
and to exploit current and future market
opportunities. Building customer
profiles, their profitability levels, their
future needs and cementing
relationships with them is the basic
purpose. All systems should be geared
with this end in view. Acquisition of
market intelligence, analysis of trends
in business of one’s own and competitors,
determining market opportunities to
expand customer base is another.

The author is retired CMD, Oriental
Insurance Company Ltd.

IT provides the means to enhance
customer service standards by cutting
down delays in analysing customer-
related information and responding to
customer demands. The systems have
to be customer-friendly and not
corporate-control-oriented. A constant
review of the IT objectives in relation to
the performance of IT systems is
necessary.

No business other than insurance
depends on the vagaries of customers’
results as insurance does. No business
is as international as insurance is.
There is no profession that has to be as
quick in making decisions as in
insurance. There is no service as
demanding from the customers’
expectations as insurance is.

As the public image of the insurance
industry continues to be negative, it is
all the more necessary to ensure that IT
is leveraged to make decisions based on
information that is readily available,
easily accessible and soundly made.

Lack of computer literacy
at the middle and top

management levels has
failed to inspire the

organisations to become
learning organisations as
they ought to be and on a

continual basis.
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California-based ePolicy Solutions announced that it has established "a dedicated
development facility in India, through an agreement with Mastek Limited, a global
IT solutions company.

Torrance, California-based ePolicy Solutions Inc., enables insurance companies,
agents and brokers to extend their functionality from web-based policy
administration to document issuance, including rating, quoting, cancellation,
reinstatement, endorsements and more. Mastek is a $79 million (July 2002-June
2003) publicly held, global IT application outsourcing company that delivers cost-
effective quality solutions as per the customised requirements of Fortune 1000
organisations worldwide. With its principal offshore delivery facility based in
Mumbai, India, Mastek operates through 20 offices located in the United States,
Europe, Japan and Asia Pacific regions.

Establishing a dedicated development center in India is an important business
strategy for ePolicy Solutions that transforms our company, Mr. Lou Kwiker,
President, CEO and Co-founder, ePolicy Solutions is quoted saying. He added that
his company would be able to immediately strengthen its execution and core web-
services technology, RightRisk(TM), by leveraging the software development processes
used by Mastek, which are assessed at CMM Level 5, the highest level available.

ePolicy Solutions will now do product development and customer implementations
out of three locations -- Torrance, California, Wrentham, Massachusetts, and
Mumbai, India.

RightRisk pairs robust J2EE, object-oriented architecture with a Web interface for
full policy processing end to end. It property and casualty insurers by automating
their underwriting, rating, quoting, binding and issuance processes online in real
time at the company, agent and customer level.

The Life Insurance Corporation of India
(LIC) is making plans to cut
management costs by more than half to
bring it in line with international norms
of about three to four per cent of
premium income, it is reported.

LIC Chairman Mr. S. B. Mathur is
reported saying that this is planned
over three to four years from the present
level of about seven per cent. The target
for this cost reduction would be
management expenses as commissions
could  not be reduced given the
competitive market today.

The company is already trying to deal
with lower sales due to both competition
and due to lower investment incomes due
to falling interest rates in the market.

One more avenue for cost management
identified by the LIC is new collection
models for premiums and for this the
company is looking at new marketing
channels including tie-ups with banks
and corporate agents.

The company has, it is reported, brought
down management expenses from 12 per
cent plus in 1999-2000 to 10 per cent in
the following fiscal, and further down to
a little over seven per cent in fiscal 2002.
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LIC to cut
management costs

The emergence of private sector insurers
is expected to cause structural changes
amongst healthcare providers, ICRA
has said in an analysis of the domestic
healthcare sector.

“The emergence of managed care is
usually followed by decreasing hospital
profitability in the short-term. Over the
long-term, the dynamics of managed care
are known to have led to decreased
utilisation of hospitals, both in terms of
admissions and average length of
hospital stay, and to a shift in demand

+ ����	�����������������������,
towards outpatient care,” says the report.

The study observes that the key trends
likely to alter the demand for medical
care services include demographic
profile (towards a higher proportion of
the aged), epidemological transition
towards non-communicable diseases
and increasing concerns about the
quality of care among users. It adds that
on the supply side quite a few investor-
owned hospitals have come up, while the
number of foreign alliances have
increased, private health insurers are

likely to enter the market and medical
care providers are using information
technology to improve the reach of their
services.

The demand outlook for private medical
care providers appears positive as the
current scenario of demand exceeding
the supply is likely to continue at least
over the next decade. ICRA says the role
of the private sector can expand as the
Government is constrained by its fiscal
position and the growing preference for
private medicare.
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It is reported that some state governments which have sought interest rate resets
from the Life Insurance Corporation of India (LIC) and General Insurance Corporation
of India (GIC) and permissions for prepayments have threatened to stop taking
loans from them.

The states reportedly want the interest rates to be reset to about six per cent plus
in line with recent market trends. LIC and GIC have so far not permitted any of the
states to either prepay or reset any of the interest rates. LIC' s outstanding loans to
all the states are currently in the region of about Rs 45,000 crores including
borrowings by state-owned corporations, utilities and local bodies supported by
state government guarantees.

The bulk of these loans were taken at rates above 12 per cent, mostly for capital
expenditure.  All the funds provided by LIC are usually long-term in nature. Some
of them could extend beyond 2010.

The states have apparently been seeking a reset of the lending rates - along the
same lines as the debt swaps permitted by the Centre for its high-cost loans - in a
bid to reduce their revenue deficits and meet more of their committed plan
expenditures.  These debt swaps allowed states’ interest expenditure to come down
from about 14 per cent to the current level of around six per cent plus.

But the insurance companies would be adversely affected by any premature
redemptions and their policyholders’ funds would suffer. As it is they have been
impacted by the falling returns on fixed rate investments in the recent past.

Interest rate swap woes for LIC and GIC

The Actuarial Society of India (ASI) has
recommended that the Central
Government guarantees for policies issued
by the Life Insurance Corporation (LIC)
ought to be withdrawn, once the public
sector insurer has built up the required
solvency margin.

The Government could build up free
resources from the amounts receivable by
it as surplus distributed by LIC over, say,
10 years, and then dispense with the
guarantees, ASI has stated in its response
to the Law Commission consultation paper
on a comprehensive insurance law.

ASI has also called for scrapping of the Rs.
10 crores deposit required to be made by
insurance companies under section 7 of the
Insurance Act.

However, this provision was made when
the minimum capital requirement was low
and there was no concept of solvency
margin. In addition, ASI has sought
strengthening of the provisions of section
44 aimed at protecting both the insured and
claimant as well as the life insurer.

��'(�#����-
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Life Insurance Corporation of India (LIC) has shelved its plans to launch a credit-
cum-debit-card since corporatisation is high on its agenda.

Company officials are reported saying that the plan may be revived once the
corporatisation issue is solved. Also, the banks with which it was planning to
launch the card were not ready to handle the kind of volumes LIC was targeting it
is reported, and also that LIC also did not have the requisite data, such as income
profile and other financial figures, for its huge database of policyholders.

The corporation had identified a Fortune 500, $59.2 billion company — Capital
One - as its partner for foraying into the credit-cum-debit card business. LIC had
entered into talks with three possible partners — SBI Cards, Capital One and GE
Capital for entering the field.

It was talking to Corporation Bank, Citicorp group, and Bank of Punjab for providing
banking services required for launching the card. Officials said LIC will require a
large network capable of handling large volumes from these banks.

LIC is looking for the best deal of the three entities with which it had entered into
talks and had put a few riders such as waiver of joining fees and annual fees for
card holders, reduced rate of interest advances through the card.

The Central Government plans to bring in
a new crop insurance policy to compensate
the loss incurred by farmers because of
the gap between the minimum support
price (MSP) and the market price of
agricultural produce, it is reported.

Union Agriculture Minister, Mr. Rajnath
Singh is reported saying that the draft for
the new crop insurance policy is ready and
soon it will be put before the cabinet for
approval.The Centre was taking steps to
give maximum benefits to the farmers and
the new crop insurance policy would be
introduced as a part of this endeavour, Mr
Singh added.

Under this policy, the insurer will pay the
difference between the MSP announced by
the Government and the market price, he said.

New crop
insurance policy
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A.M. Best Co. has assigned an initial financial strength rating of A- (Excellent) to African
Reinsurance Corporation (Africa Re), Nigeria. The rating outlook is stable.
The rating reflects Africa Re’s excellent capitalisation, consistent and sustainable
underwriting performance and an excellent market position in the African markets.
Offsetting factors include limited investment returns, lack of international exposure and
its relatively small size says the rating agency.
Excellent capitalisation - According to A.M. Best’s risk-adjusted capital model—Retained
earnings and positive unrealised gains on foreign exchange resulted in a 22 per cent
increase in capital and surplus to $ 62.8 million in 2002. A proposed capital raising exercise
during 2003 should result in a capital increase of $ 50 million capital by mid 2004. A.M.
Best expects this to be sufficient to support Africa Re’s business growth strategy.
Consistent and sustainable underwriting performance—Accounting on a three-year funded
basis, Africa Re has been consistently profitable over the past five years, a trend that is
likely to be maintained through 2004. A slight deterioration over the exceptional
performance in 2002 is expected in 2003 as a result of cautious initial reserving due to
increased presence in more volatile lines of business.
Excellent market position - Africa Re’s reliance upon compulsory cessions from African
cedents has diminished substantially over the past five years (20 per cent in 2002). It is
expected to maintain a very good market position in continental Africa based on strong,
well-established business relationships cemented by high service standards. Market
position was strengthened by 50 per cent growth of gross premiums in 2002. Further
growth of 30 per cent is anticipated in the combined years of 2003 and 2004 following an
increased profile in South Africa (its largest market by gross premiums in 2002), growth
of the energy book and expansion into the Middle East and India.
Limited investment return - Management applies a prudent strategy to invested assets,
holding the majority (96 per cent) in cash, cash equivalents or high investment grade
fixed income securities. Approximately 80 per cent of assets are held offshore. Strong
investment returns are sacrificed for consistency, and current negative trends in interest
rates have driven investment income down from 7.1 per cent in 2001 to 5.2 per cent in
2002. Prospectively, this will deteriorate further to near four per cent in 2003.

A new Financial Services Aurthority (FSA)
report summarises the findings of a recent
survey of risk management practices and
procedures in the UK insurance industry.
This survey was designed to provide the FSA
with information about high-level risk
management practices following its risk
assessment visits in 2002.

The main findings in the report are:

* Since the FSA’s ‘Arrow’ risk assessment
visits in 2002, many UK insurance firms have
improved the way they manage risk and can
demonstrate this through more
comprehensive documentation.

* Many firms have decided that separate risk
assessment functions and risk committees
are needed, and have made progress in
establishing them.

* Some firms have designed risk
management systems more for the purpose
of meeting the terms of FSA guidance than
for delivering effective risk management. In
some firms, risk management systems are
regarded as a compliance requirement, rather
than core business processes.

* Although risk functions are being
developed, they are often located within a
business line. This means that it is difficult
to achieve an adequate separation between
employees involved in taking on or
controlling risk day-to-day and those involved
in identifying and analysing risk.

* Many firms have not clearly defined their
appetite for, or tolerance of, risk.

* The quality and frequency of risk
information for governing bodies varies
significantly from firm to firm.

The use of models for underwriting, reserving
and capital requirement is increasing, and we
expect that some firms will use models to
support their individual capital assessments.
However, the credibility of these results is
reduced where these models are not used by
the business for performance assessments,
where data is not collected to validate the
results, and where the risks modelled are not
reconciled to the findings of risk assessment
functions. Few firms collect operational loss
data for use in models.

A.M. Best Assigns Rating to
African Reinsurance Corporation

The European Commission (EC), the
European Union’s (EU) regulatory
authority, has dropped an investigation of
the British government’s rules concerning
the Lloyd’s market.

The EC began the probe in response to
complaints by a number of Lloyd’s “Names,”
who lost money when they were required
to contribute large amounts to pay for
asbestos and environmental claims. They
charged that the losses were mainly due to
insufficient regulatory supervision by the
British government in violation of EU
directives. Up until 2001, when it became
subject to the U.K.’s Financial Services
Authority, Lloyd’s was largely self-
governing.

EC Drops Probe of Lloyd’s Regulation
The EC’s decision indicated that it was
satisfied that the current regulations
governing Lloyd’s were in line with its
standards. It left open the possibility,
however that aggrieved “Names” could still
pursue actions in U.K. courts for losses
suffered as a result of inadequate
regulation in the past.
A report from Reuters cited remarks by
Roy Perry, a Member of the European
Parliament from the U.K., who represents
the Lloyd’s “Names,” as indicating that the
decision had failed to address their main
contention that the U.K. had failed to
properly supervise Lloyd’s during the ‘80’s
and ‘90’s when the huge losses occurred.
Perry called on the EC to answer that
question by November 15.

UK insurers and
risk management
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MITSUI Sumitomo Insurance Co. Ltd.’s
Chairman and Chief Executive Officer,
Mr. Takeo Inokuchi has been named
Personality of The Year at the 7th Asia
Insurance Industry Awards 2003 held in
Singapore.

Mr. Inokuchi, regarded as one of the
innovators of the Japanese general
insurance industry, is an avid promoter of
deregulation and globalisation.

He had also enhanced the fairness and
transparency of the Japanese market while
being an active proponent of going regional
in Asia said Asia Insurance Review,
Singapore, which jointly organised the
award with London-based The Review
Worldwide Reinsurance magazines.

The winners include Taiwan branch of ING
Life Insurance Co of America which was
named life insurance company of the year,
Insurance Australia Group Ltd as the
general insurance company of the year,
Australia and New Zealand Institute of
Insurance and Finance, and Life Office
Management Association as educational
service provider of the year.

A.M. Best Co. has affirmed the financial strength rating of A- (Excellent) of Singapore
Reinsurance Corporation Ltd. The outlook is stable.

The rating reflects Singapore Reinsurance’s superior financial strength, resilient earning
profile and well-established presence in the Singapore market. The rating also considers
the improved pricing environment, which has contributed to its underwriting margin.

Singapore Reinsurance is strongly capitalised on a risk-adjusted basis. At the end of fiscal
year 2002, the company’s statutory solvency ratio stood at 186 per cent. The Best’s Capital
Adequacy Ratio (BCAR), which measures capitalisation on a risk-adjusted basis,
demonstrated that the company is superiorly capitalised. The net underwriting leverage
ratio, standing at 0.36 times as at the end of 2002, reflects the company’s adequate capital.

Despite the recent global economic downturn, Singapore Reinsurance consistently
generated an operating profit due to its prudent investment policy. Compared to other
regional reinsurers, Singapore Reinsurance’s underwriting results are superior, which is
reflected in the relatively high level of return on asset and return on net premiums as at
the end of 2002 (3.4 per cent and 16.7 per cent, respectively).

The company’s market presence is well-established in its domestic market. As at the end
of 2002, the company’s market share in Singapore (based on net reinsurance premiums
placed) is over 20 per cent. Although the competition in the Singapore market is intense
with 20 reinsurers and a market total of over $ 180 million in gross premium, Singapore
Reinsurance’s market presence remains strong.

These factors are partially offset by the company’s deteriorating underwriting margin and
small underwriting capacity in overseas business. In addition, the unfavorable investment
environment in fiscal year 2002 continued to pressure the company’s overall profitability.

Singapore Reinsurance’s underwriting result improved slightly and was directly affected
by the under-pricing of the automobile line of business in the market. The company’s
automobile loss ratio deteriorated from 90.1 per cent in 2001 to 93.6 per cent in 2002.

Singapore Reinsurance’s business profile on a global scale is less established than other
regional reinsurers due to its underwriting policy avoiding the high-risk markets. The size
of the company is smaller than its regional peers, and almost 90 per cent of the company’s
business is generated from domestic business. Consequently, the extent of organic growth
in premium from the overseas portfolio will be limited, although increasing marketing
efforts are being made in China and India.
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Lloyd's of London has pledged to investigate
how confidential lists of the so-called
'Names' who finance the multi-billion
pound insurance market became public.

Prominent among the 5,500 entries for
2000 are said to be judges, senior lawyers,
former ministers and top military.

The Lloyd's market, which dates back almost
three centuries, is divided into syndicates
with each made up of Names who stand
surety for any claims that may arise. Members
stand to benefit if the policy premiums they
charge are greater than the payouts.

Lloyd's Names have unlimited liability, with
those people now being asked to make up
for shortfalls in policies underwritten in

The Monetary Authority of Singapore (MAS)
will have the power to set rules for insurance
funds once the Insurance Act is amended.

The rules will spell out what receipts,
income, expenses and liabilities could go
into insurance funds.

Singapore Deputy Prime Minister Mr. Lee
Hsien Loong said in Parliament that the
MAS will not allow insurance companies to
use the participating policyholders' fund to
compensate policyholders who have been
mis-sold insurance products.

"This would safeguard policyholders'
interests from being compromised by unfair
practices by insurers,” he said.

2000 and 2001. The report said many were
now planning to quit the market after
suffering large losses.

Lloyd's recorded a loss of £3.11 billion for
2001 following the September 11 disaster
and other catastrophes.

However, the world's oldest insurance
market announced a return to the black
for 2002 with a profit of £834 million. That
followed a combination of steep increases
in insurance premiums, low claims and
disciplined underwriting.

Lloyd's switched to reporting its results on
an annual basis last year as part of reforms
aimed at modernising the historic market.
Changes also include phasing out the
number of Names who have unlimited
liability.

Lloyd's to investigate ‘Names’ leak

Singapore's MAS to
get power to set rules
for insurance funds
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Dear EditorDear Editor
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I have gone through your research project detailed in
(Know Thyself, IRDIRDIRDIRDIRDA JournalA JournalA JournalA JournalA Journal, July, 2003). I am delighted
to note that the IRDA is out to tackle issues faced by the
industry and to set standards for future evaluations.
We, in Amity, have been always seeking projects wherein
energies of the students can be harnessed for practical
training. I am very sure that you will find something for
us in Delhi where we can be of assistance to you in
collecting and analysing data. We have a strength of
104 students for our Post Graduate Diploma in Insurance
Management/ MBA (Insurance).
In the context of medical informatics, I suggest the
standard format may be evolved which would be required
to be compulsorily maintained by all the hospitals. The
cost for completion of this data could be reimbursed by
the IRDA as a grant. This data can be captured from
hospitals in metros and other centres according to
population classification of cities. The data needs to be
segregated in relation to private hospitals and
government hospitals but again needs to be classified
according to the charges for services provided. The entire
exercise will have to be split into assignment to be executed
by different units so as to collect and collate the same
with speed.
Please let us know how you intend to make use of our
services which we will be keen to render to make this project
of national value a great success.

RRRRR . R. R. R. R. R. Grover. Grover. Grover. Grover. Grover,,,,,
Director,

Amity School of Insurance and Actuarial Science,
NOIDA

Fill this form and send it to us.

Name : __________________________________________
Designation : __________________________________________
Company/Organisation : __________________________________________
Nature of business : __________________________________________
New Mailing Address : __________________________________________

__________________________________________
__________________________________________

Phone : __________________________________________
e-mail : __________________________________________

Website : __________________________________________

Our Address :
Editor

IRDA Journal
Insurance Regulatory and Development Authority

Parisrama Bhavanam, III Floor
5-9-58/B, Basheer Bagh, Hyderabad 500 004

or e-mail us at: irdajournal@irdaonline.org

I had the opportunity of going through the IRDA Journal. It had truly expanded my
mental horizons and enlightened me on many subjects about the winds of change
which are blowing across the industry.

While studying the business performance we see that the industry’s growth rate has
slowed down from that of the previous year. It is also a matter of concern for the State
owned public sector units that they have been driven to the wall to defend their
existing accounts.

These trends should make the public players ponder over what must be done to regain
the initiative to prove their undoubted strengths. Time and again it has been discovered
that an excellent organisation with all the competencies available loses the race to an
average level company all because the latter has a high level of synchronised teamwork.
Where there is a high level of teamwork, a mutually supportive atmosphere, a tendency
to work taking all the members along together, there is a greater rate of success.

All the State owned PSUs should be concerned about what they should do now and in
future and, not what has not been done. Each one of us is capable of doing much more
than our allotted tasks. Let us go ahead with our corporate goals and achieve growth
with profitability, prompt and efficient customer service and create an image for our
organisations and feel proud to be its members. Let us look beyond our routine roles
and add more significance to our work profile and thus achieve an excellence which
would be unmatched by others. If all of us try sincerely no  barrier can deter us. It
should be our objective to ensure that employees at all levels get right direction and of
course the organisation also expects the same amount of support, co-operation and
active involvement with due accountability at all levels.

Kuldeep Sumbly
Oriental Insurance Company Ltd.

Kotdwar
Uttaranchal State

!
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FICCI’s Meet
Federation of Indian Chambers of Commerce and
Industry (FICCI) helds it Eighth Conference on
Insurance on the theme : “Indian Insurance Sector :
Achievements & Prospects” on October 15 and 16
at Delhi.

Mr. S.B. Mathur, Chairman, LIC, speaks at FICCI’s Insurance
Conference. Also seen in the picture is Mr. P. Murari, Advisor to
President, FICCI.

Exhibit A!
Mr. Vijay Pawar, President, Reliance General
Insurance Company Limited, shows Mr. C.S.Rao,
Chairman, IRDA, around his company’s stall at
the FICCI Conference on Insurance held in Delhi
on October 15 and 16.

L to R: Mr. Vijay Pawar and Mr. C. S. Rao at Exhibiton.
Also seen in the picture is Mr. D. Varadarajan, Advocate and
member of the Insurance Advisory Committee, IRDA.

From the City
Alderman Gavyon Arthur met Mr. C. S.Rao, Chairman,
IRDA, during his visit to Hyderabad on September 12
along with Mr. J. A. Cooke, Head – International
Relations, Association of British Insurers (ABI).

L to R: Mr. C. S. Rao, Chairman, IRDA, greets  the Lord Mayor
of London, at the IRDA office.
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The IRDIRDIRDIRDIRDA JournalA JournalA JournalA JournalA Journal was launched in December, 2002, to serve as the forum for stakeholders of the insurance industry to make their views and experiences
known to the Regulator and to teach others. You have supported us with your views and suggestions on various aspects of what is happening in the industry
and your experiences and ideas. Where your support has been most visible and encouraging is in the steadily increasing requests for copies that arrive at
the office expressing interest in the contents of the Journal, encouraging us to take strength in the belief in which the publication was launched, which is that
the industry needs such a medium of communication to listen to its stakeholders.

Once again, as always, we want your opinion. This time on the Journal itself. The Journal is shortly to complete its first year of existence. To help us take
stock of where we have come and what needs to be done ahead, please answer the following questions and send it back to us by post to:
Editor
IRDA Journal,
Insurance Regulatory and Development Authority
Parisrama Bhavanam, III Floor, 5-9-58/B , Basheer Bagh, Hyderabad – 500 004
Or e-mail us at irdajournal@irdaonline.org.
Please transcribe your envelope with the words ‘IRDA Journal Survey’ or mention this in the subject line of your e-mail. Please feel free to use extra sheets of
paper if you need them.

Do you find the IRDA Journal useful in your day to day work?

What sections are the most useful and what can be bypassed in future when we revamp contents?

What new sections or types of articles (including topics) would you like to see regularly featured in the Journal?

Do you find the writing in the Journal easy to read and understand. Is the reading experience enjoyable?

What needs to be done with regard to writing, rewriting and editing?

Your comments on the design, layout and use of visual elements in the Journal.

Name : ...................................................................................................................

Address : ...................................................................................................................

  ...................................................................................................................

Company : ...................................................................................................................

E-mail : ...................................................................................................................

Dear ReadersDear Readers

Have your say!
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The way partnerships play out will have
a significant impact on the way

the industry develops. 

Mr. Leo Puri, McKinsey & Co

The more money that is available from
the insurance industry, the more
will these projects be funded. The

insurance industry can be a tremendous
engine for the creation of a long-term

capital market.  

Mr. Gary Benanav, Chairman and Chief Executive
Officer, New York Life International Inc.

There has to be consistent tax treatment
of life insurance policy investments.
It is not the premium paying period
but the policy period that should

be the basis for taxation.
Mr. S. B. Mathur, Chairman, LIC.

The prospect of declining investment
returns could impact profitability unless

these companies adopt strategies directed
at considerably decreasing their combined
ratio by tightening underwriting practices

and reducing operating expenses.

ICRA's Rating Report on public sector general
insurance companies

(The Indian insurance) market is becoming
reasonably competitive, this is good for the

client. We feel that it is becoming
overcompetitive too early. Not all the values

being used are accurate and when the
broker market grows it will become much

more competitive. 

Mr. Oscar Smith, Country Manager (India),
Reinsurance Group of America

“ ”
The use of models for underwriting,
reserving and capital requirement is
increasing, and we expect that some
firms will use models to support their

individual capital assessments. However,
the credibility of these results is reduced
where these models are not used by the
business for performance assessments.

 Financial Services Authority's (FSA) review of UK
insurers’ risk management practices



Events

November 9-12, 2003
Venue: Singapore
The Third International Underwriting Congress
featuring 50 Experts from the World’s Leading Insurers and Reinsurers

November 10-12, 2003
Venue: Pune
Workshop on Micro Insurance by National Insurance Academy (NIA)

November 13-15, 2003
Venue: Pune
Workshop on Distribution Channel Management (Non-Life) by NIA

November 24-25, 2003
Venue: Pune
Seminar on IT Governance by NIA

November 27-29
Venue: Pune
Programme on Cyber Liability by NIA

RNI No: APBIL/2002/9589

December 8-9, 2003
Venue: Hyderabad
Eighth Insurance Summit, 2003, organised by the Confederation of
Indian Industry (CII)
Theme: Realising the Growth Potential

December 8-12, 2003
Venue: Pune
Data Warehousing and Data Mining by NIA

December 15-16, 2003
Venue: Pune
Seminar on Frontline Effects of Insurance Regulations by NIA

December 17-20, 2003
Venue: Pune
Insurance Management of Infrastructure Projects by NIA

February 18-19, 2004
Venue: Delhi
Sixth Global Conference of Actuaries organised by the Federation of Indian
Chambers of Commerce and Industry (FICCI)in association with Actuarial Society
of India (ASI)


