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From the Publisher

or a business entity, the most important aim,

in order to be successful in the long run,

should be to ensure that all its customers are
left without any sense of ill-will towards any service
that has been rendered. Considering the various
complexities of business and the wide network of
customers; the task, no doubt, is of a tall order
but by no means impossible. It only presupposes
the involvement of the top management; and the
deployment of the right people to ensure successful
implementation of the firm’s strategic plans. In
order to achieve this, it is very important that the
gap between what is promised and what is delivered
eventually, is reduced to the barest minimum.

In a domain where the awareness levels of the
general public are not very high, the priorities for
the management would be more challenging as
there is need for enabling the clients to take an
informed decision. Treating the Customer Fairly is
a new management initiative that looks beyond
mere customer satisfaction. It is possible that a
customer is totally satisfied with the services but
still not treated fairly, on account of his ignorance
of what was actually due to him. Insurers should
ensure that this aspect is kept uppermost in their
priorities; and that it percolates down various levels
of staff hierarchy.

Some areas where there is urgent need for treating
the insurance customer fairly are transparency with
regard to the policy conditions and clauses -
exclusions in particular - mis-selling of products
where the market performance is directly linked
to benefits payable etc. It should be realized at
every stage that what is capable of being delivered
only is being promised, which is not very often the
case. Business houses should attach the greatest
importance to treating their customers fairly, ahead
of their business results.

‘Treating Customers Fairly’ is the focus of this issue
of the Journal. Considering the lopsided growth of
insurance business in terms of demographic
segments, thrust has been placed on business
requirements from rural and social sectors. ‘Rural
and Social Sector Commitments of Insurers’ will be
the focus of the next issue of the Journal.

J. Hari Narayan
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from the editor

Transparency and Openness
— Building Blocks of TCF

ustomer service is one area which has hogged the limelight in corporate corridors over the last few

decades. We have been witness to several initiatives being taken by business houses to improve their

performance in this area; and in the process, to ensure that the customer complaints and grievances are
reduced to the minimum possible extent. The thrust in this area has certainly improved the customer service
levels across the entire spectrum of business. It has also increased the awareness levels of customers as regards
their rights by virtue of their being a part of the business relationship.

Financial services industry has been one domain where the real test of performance for a service rendered has
not been achieved. Depending upon the exact area of operation and the understanding of the client, various
degrees of customer service efficiency have been defined by corporate houses. Treating Customers Fairly (TCF)
is a new management initiative that looks beyond mere customer service and thereby ensures that firms raise
their standards in dealing with their customers fairly. It is of particular significance in a domain that is still
nascent in its development. TCF is a process that helps customers to understand the various aspects of the
products they buy; and thus greatly reduces the gap between what they desire and what they get.

Transparency in dealing with its customers is the prime object of TCF. It enables customers to gain the confidence
that the firm they are dealing with is one that treats its customers fairly; and that the products and services
they offer meet the client’s requirements. It is important to note that the transparency in their dealings is not
limited to only the time of buying but spreads throughout the period of business relationship. All these aspects
ensure that the customer is enabled to make an informed decision - a factor that is so vital where the awareness
levels of the buyers are pretty low. In due course, it is expected that TCF becomes an integral part of the
corporate culture; and percolates down to the lowest levels of its employees.

‘TCF in the Insurance Industry’ is the focus of this issue of the Journal and we have several articles from various
authors that talk about the different aspects of this very important management initiative. To begin with, we
have an article from Mr. G.V. Rao that throws light on the importance of policyholder protection. The benefits
of TCF are many; and this fact is brought home succinctly by Mr. T.R. Ramachandran who takes a look at the
customer services in banking and insurance. Businesses are often caught in making a decision between profit
and fairness. Mr. Rajesh Relan discusses the issue threadbare in his article. The insurance market place has
often been in the news for wrong reasons - like mis-selling and mis-representation, unfortunately.
Mr. Arup Chatterjee takes up the case, giving global inputs.

In the next article, Mr. Suresh talks about the importance of the distributor playing the role of the first level
professional in life insurance business. If the market is to be assured of customer fairness, there is no substitute
to the consumer himself being educated. Mr. Arman Oza takes up the cause of consumer education, in his
article. The best way in ensuring customer fairness is to be transparent in business dealings. Mr. Rajiv Jamkhedkar
talks about the importance of simple and plain language. In the end, we have an article by Mr. Rajesh Khandelwal
in which he argues that there is need for review in the process of incentivising the distributor in insurance.
Apart from the regular monthly business figures, we also have for you the quarterly segment-wise classification
of life and non-life insurers’ performance for the December 2008 quarter.

Apart from the backwardness in formal education, the rural and social sectors in India also suffer from the
reach of such services as insurance, for several reasons. ‘Rural and Social Sector Commitments of Insurers’ will
be the focus of the next issue of the Journal.

U. Jawaharlal
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tatistics - life insura

FIRST YEAR PREMIUM OF LIFE INSURERS FOR THE QUARTER ENDED DECEMBER, 2008

INDIVIDUAL SINGLE PREMIUM (INCLUDING RURAL & SOCIAL) (Rs.in Crore)
Sl. PARTICULARS PREMIUM POLICIES SUM ASSURED
No. Dec 2007 Dec 2008 Dec 2007 Dec 2008 Dec 2007 Dec 2008

Non linked*
1 Life

with profit 124.10 1730.24 12987 307318 195.98 8516.91

without profit 150.56 105.85 290579 195463 2050.34 3356.83
2 General Annuity

with profit 0.00 0.00 0 0 0.00 0.00

without profit 8.46 10.50 836 1033 0.17 1.25
38 Pension

with profit 78.60 16.56 9876 3422 14.95 4.06

without profit 0.51 108.26 49 3427 0.00 0.00
4 Health

with profit 0.00 0.00 0 0 0.00 0.00

without profit 0.00 0.00 0 0 0.00 0.00
A. | Sub total 362.24 1971.41 314327 510663 2261.44 11879.04

Linked*
1 Life

with profit 0.00 0.00 0 0 0.00 0.00

without profit 3902.26 3191.21 896360 701710 7092.47 5861.17
2 General Annuity

with profit 0.00 0.00 0 0 0.00 0.00

without profit 0.00 0.00 0 0 0.01 0.00
3 Pension

with profit 0.00 0.00 0 0 0.00 0.00

without profit 11110.20 6984.03 2938458 2130290 39.65 56.65
4 Health

with profit 0.00 0.00 0 0 0.00 0.00

without profit 0.00 0.00 0 0 0.00 0.00
B. | Sub total 15012.47 10175.25 3834818 2832000 7132.13 5917.83
C. | Total (A+B) 15374.70 12146.65 4149145 3342663 9393.57 17796.87

Riders:

Non linked
1 Health# 0.01 0.01 19 0 0.02 0.10
2 Accident## 0.02 0.01 110 1 0.89 0.41
3 Term 0.00 0.00 7 0 0.08 0.00
4 Others 0.00 4.74 0 0 0.00 0.00
D. | Sub total 0.03 4.75 136 1 1.00 0.51

Linked
1 Health# 0.02 0.02 14 1 0.17 0.64
2 Accident# # 0.27 0.33 17246 147 207.61 262.67
8 Term 0.00 0.00 0 0 0.00 0.02
4 Others 0.00 0.00 0 0 0.00 0.00
E. | Sub total 0.29 0.35 17260 148 207.78 263.33
I Total (D+E) 0.31 5.10 17396 149 208.78 263.84
G. | **Grand Total (C+F) 15375.02 12151.75 4149145 3342663 9602.36 18060.71

* Excluding rider figures.

** for policies Grand Total is C.

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

The premium is actual amount received and not annualised premium.
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FIRST YEAR PREMIUM OF LIFE INSURERS FOR THE QUARTER ENDED DECEMBER, 2008

INDIVIDUAL NON - SINGLE PREMIUM (INCLUDING RURAL & SOCIAL) (Rs.in Crore)
Sl. PARTICULARS PREMIUM POLICIES SUM ASSURED
No. Dec 2007 Dec 2008 Dec 2007 Dec 2008 Dec 2007 Dec 2008

Non linked*
1 Life

with profit 6420.28 8047.67 10824982 15418578 103487.03 158958.19

without profit 174.66 134.73 720788 1130292 15057.95 23894.01
2 General Annuity

with profit 0.05 0.00 84 0 1.29 0.00

without profit 0.00 0.00 0 0 0.00 0.00
38 Pension

with profit 20.68 43.53 26083 47967 237.49 623.52

without profit 14.33 10.61 4990 6886 0.00 1.55
4 Health

with profit 0.00 0.00 0 0 0.00 0.00

without profit 55.64 128.61 234033 487050 19860.94 32997.66
A. | Sub total 6685.64 8365.16 11810960 17090773 138644.69 216474.92

Linked*
1 Life

with profit 0.00 -0.04 6 0 0.21 0.00

without profit 20014.49 15405.61 13842771 8377381 200708.45 149633.02
2 General Annuity

with profit 0.00 0.00 0 0 0.00 0.00

without profit 0.00 0.00 0 0 0.00 0.00
3 Pension

with profit 0.01 0.01 7 0 0.00 0.00

without profit 3990.98 5191.46 1376877 1598022 2771.26 3795.92
4 Health

with profit 0.00 0.00 0 0 0.00 0.00

without profit 0.00 88.62 0 85024 0.00 501.58
B. | Sub total 24005.48 20685.67 15219661 10060427 203479.92 153930.52

Total (A+B) 30691.12 29050.83 27030621 27151200 342124.61 370405.44

Riders:

Non linked
1 Health# 1.60 2.14 8380 110 112.92 1516.32
2 Accident## 2.92 4.50 153118 1265 2422.66 4659.31
3 Term 0.15 0.95 2685 28 28.16 274.95
4 Others 9.65 1.35 1007 7 1338.07 26.85
D. | Sub total 14.32 8.95 165190 1410 3901.81 6477.42

Linked
1 Health# 2.51 4.17 6872 384 280.77 1346.74
2 Accident# # 16.02 21.79 139851 1959 7845.29 8172.38
3 Term 0.27 0.42 5263 86 87.69 133.70
4 Others 0.85 2.21 3030 10 1879.46 486.24
E. | Sub total 19.65 28.58 155016 2440 10093.22 10139.06
F Total (D+E) 33.97 37.53 320206 3850 13995.02 16616.49
G. | **Grand Total (C+F) 30725.10 29088.36 27030621 27151200 356119.63 387021.93

* Excluding rider figures.

** for policies Grand Total is C.

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

The premium is actual amount received and not annualised premium.
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FIRST YEAR PREMIUM OF LIFE INSURERS FOR THE QUARTER ENDED DECEMBER, 2008

GROUP SINGLE PREMIUM (INCLUDING RURAL & SOCIAL)

(Rs.in Crore)

SI. PREMIUM NO. OF SCHEMES LIVES COVERED SUM ASSURED
No.| PARTICULARS Dec 2007 | Dec 2008 | Dec 2007 | Dec 2008 | Dec 2007 | Dec 2008 | Dec 2007 | Dec 2008
Non linked*
1 Life
a) Group Gratuity Schemes
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 1087.61 2369.70 1259 1407 573746 810675 8358.80 5007.10
b) Group Savings Linked Schemes
with profit 0.00 0.00 0 0 0 0 0.00 0.00
) gli)trlout profit 7.35 6.45 416 474 74391 132110 798.21 579.36
C
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 4.26 475 672 596 642626 890352 14134.39 3099.30
d) Others
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 1970.74 1118.96 13196 11334 14859071 20562806 260298.48 89043.42
2 General Annuity
with profit 587.72 585.58 4 4 965 380 0.00 0.00
without profit 1352.89 2792.68 57 81 6502 6044 0.00 0.00
3 Pension
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 1358.34 1601.17 313 376 202968 214203 0.00 0.00
4 Health
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 0.00 0.00 0 0 0 0 0.00 0.00
A Sub total 6368.93 8479.28 15917 14272 16360269 22616570 283589.88 97729.18
Linked*
1 Life
a) Group Gratuity Schemes
with profit 0.00 0.00 0 0 0 0.00 0.00
without profit 148.42 152.30 7 55 54909 101786 242.14 167.08
b) Group Savings Linked Schemes
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 0.00 0.00 0 0 0 0 0.00 0.00
9 | mu
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 0.00 0.00 0 0 0 0 0.00 0.00
d) Others
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 173 057 1 4 435 1103 0.04 0.11
2 General Annuity
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 0.00 0.00 0 0 0 0 0.00 0.00
3 Pension
with profit 0.00 0.00 0 0 0 0.00 0.00
without profit 92.65 20.87 18 13 48137 376 0.00 0.00
4 Health
with profit 0.00 0.00 0 0 0 0 0.00 0.00
without profit 0.00 0.00 0 0 0 0 0.00 0.00
B. Sub total 248.81 173.74 90 72 103481 103265 242.19 167.19
C Total (A+B) 6617.73 8653.02 16007 14344 16463750 22719835 283832.06 97896.37
Riders:
Non linked
1 Health# 0.15 0.11 12 12 6980 6760 379.88 203.62
2 Accident# # 0.13 0.33 30 15 26778 4815 460.89 684.99
3 Term 0.00 0.00 0 0 0 0 0.00 0.00
4 Others 0.00 0.00 0 0 0 0 0.00 0.00
D. Sub total 0.29 0.45 42 27 33758 11575 840.77 888.60
Linked
1 Health# 0.00 0.00 0 0 0 0 0.00 0.00
2 Accident# # 0.00 0.00 0 0 0 0 0.00 0.00
3 Term 0.00 0.00 0 0 0 0 0.00 0.00
4 Others 0.00 0.00 0 0 0 0 0.00 0.00
E Sub total 0.00 0.00 0 0 0 0 0.00 0.00
F Total (D+E) 0.29 0.45 42 27 33758 11575 840.77 888.60
6. **Grand Total (C+F) 6618.02 8653.47 16007 14344 16463750 22719835 284672.83 98784.97

* Excluding rider figures.

** for no.of schemes & lives covered Grand Total is C.

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

The premium is actual amount received and not annualised premium.
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Statistics - life insurance

FIRST YEAR PREMIUM OF LIFE INSURERS FOR THE QUARTER ENDED DECEMBER, 2008

GROUP NEW BUSINESS — NON-SINGLE PREMIUM (INCLUDING RURAL & SOCIAL)

(Rs.in Crore)

SI. PVEMIUM NO. OF SCHEMES LIVES COVERED SUM ASSURED
No.| PARTICULARS [ pec 2007 | Dec 2008 | Dec 2007 | Dec 2008 | Dec 2007 | Dec 2008 | Dec 2007 | Dec 2008 | J4n 2098
Non linked*
1 | Life
a) | Group Gratuity Schemes
with profit 0.00 0.00 0 0 0 0 0.00 0.00 0
without profit 72.97 430.55 40 98 53959 333599 281.64 885.12 185.9320846
b) | Group Savings Linked Schemes
with profit 0.00 0.00 0 0 0 0 0.00 0.00 0
) \Elli)t{l;)ut profit 50.39 72.23 2 1 334494 908403 3262.51 2182.36 358.14
C
with profit 1.04 0.26 97 91 107448 68427 963.15 798.04 610.749
p \sithhout profit 1.74 3.01 142 157 165185 286961 1543.01 2479.65 985.0928385
thers
with profit 28.34 3.31 134 148 325588 109123 8445.85 6509.61 3761.187538
without profit 120.16 1000.51 601 1083 1942586 9862038 41685.79 75090.48 14073.56169
2 | General Annuity
with profit 0.00 0.00 0 0 0 0 0.00 0.00 0
without profit 0.00 0.00 0 0 0 0 0.00 0.00 0
3 | Pension
with profit 0.00 0.00 0 0 0 0 0.00 0.00 0
without profit 8.79 3.51 2 1 86 5 0.00 0.00 0
4 | Hedlth
with profit 0.00 0.00 0 0 0 0 0.00 0.00 0
without profit 0.00 0.21 0 1 0 14490 0.00 44.88 0
A. | Sub total 283.42 1513.60 1018 1580 2929346 11583046 56181.95 87990.13 19974.66315
Linked*
1 | life
a) | Group Gratuity Schemes
with profit 0.00 0.00 0 0 0 0 0.00 0.00 0
without profit 281.48 283.32 255 318 a7 612007 2660.87 3181.40 2501.962425
b) | Group Savings Linked Schemes
with profit 0.00 0.00 0 0 0 0 0.00 0.00 0
) without profit 2.26 10.63 19 47 5351 191 74.51 247.28 152.508847
o |EDLI
with profit 0.00 0.00 0 0 0 0 0.00 0.00 0
without profit 0.00 0.00 0 0 0 0 0.00 0.00 0
d) | Others
with profit 0.00 0.00 0 0 0 0 0.00 0.00 0
without profit 25.78 19.44 13 13 2725 3541 9.60 1.24 -0.32890471
2 | General Annuity
with profit 0.00 0.00 0 0 0 0 0.00 0.00 0
without profit 14.99 3.54 8 5 1090 139 14.99 3.54 0.7341648
3 | Pension
with profit 0.00 0.00 0 0 0 0 0.00 0.00 0
without profit 248.38 571.29 126 131 53405 44955 0.00 0.00 0
4 | Hedlth
with profit 0.00 0.00 0 0 0 0 0.00 0.00 0
without profit 0.00 0.00 0 0 0 0 0.00 0.00 0
B. | Sub total 572.88 888.22 a1 514 480282 679753 2759.97 3433.46 2654.876532
(. |Total (A+B) 856.30 2401.82 1439 2094 3409628 12262799 58941.92 91423.59 22629.53968
Riders:
Non linked
1 | Health# 1.38 2.08 2 28 13775 25231 953.65 1636.56 518.5918737
2 | Accident# # 0.57 1.36 29 7 43921 48262 1738.36 3377.82 452.1439438
3 |Term 0.01 0.02 1 1 61 38 0.63 11.47 0.04
4 | Others 0.01 0.01 6 8 1774 1596 252.17 516.56 367.1464989
D. | Sub total 197 3.46 58 108 59531 75127 2944.81 5542.41 1337.922316
Linked
1 | Health# 0.00 0.00 0 0 0 0 0.00 0.00 0
2 | Acident## 0.31 0.00 35 2 20788 202 568.11 3.46 0
3 |Term 0.00 0.00 0 0 0 0 0.00 0.00 0
4 | Others 0.00 0.00 0 0 0 0 0.00 0.00 0
E. | Sub total 0.00 35 2 20788 202 568.11 3.46 0
F |Total (D+E) 3.46 93 110 80319 75329 3512.92 5545.88 1337.922316

* Excluding rider figures.

** for no.of schemes & lives covered Grand Total is C.

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

The premium is actual amount received and not annualised premium.

$ Revised figures for June, 2008.

irda journal e




Vantage point

Opportunities Unlimited

RURAL AND SociaL SEcToRr

U. JAWAHARLAL OBSERVES THAT IT IS NOT ENTIRELY ON ACCOUNT OF POVERTY IN THE RURAL AREAS THAT THERE IS A

LOPSIDED GROWTH OF INSURANCE BUSINESS. HE FURTHER SAYS THAT IF TACKLED PROPERLY, THERE IS A VAST

POTENTIAL TO BE TAPPED.

t is often said that India lives in its

villages. Despite the boom seen in

several areas of business and services,
a major part of the population still lives in
the rural side. Some of these villages still
do not have access to regular modes of
conveyance. While there has been
tremendous progress in the development
of the rural areas over the years, the
village folk have not had the benefit of
several services that reach the others.
During the recent times, it has been amply
demonstrated by the consumer durables
industry that tackled properly; there is
excellent potential for business in these
regions.

Insurance has remained a grossly less-
understood concept, especially in the
country side and aided by the fact that
even physical access was also very difficult;
the growth of insurance has remained
mostly to the urban pockets of the country

for long. It is beginning to be realized that
there is tremendous potential waiting to
be tapped in these parts. Poverty has often
been quoted to be the prime reason for
this lopsided development. Although the
fact cannot be totally discounted, there
has not been sufficient motivation for the
distributors to tap the potential. If properly
taken up, there are several people in the
rural parts of the country who are capable
of affording insurance; and also at the
same time, willing to insure themselves
and their assets. There is dire need for
taking up the cause of improving the
awareness levels so that the heavy tilt
towards the urban population is minimized.

At the time of opening up of the insurance
industry for private participation, the
regulator has been endowed with the
additional task of development of the
industry as well. This made it incumbent
for the regulator to keep an eye on the

expansion of business from all parts of the
country; as also to ensure that the services
reach every segment of the population.
With this task, the insurers have been
mandated with the task of procuring
business from the rural and social sectors
up to a certain percentage of the total new
business transacted during the year. It is
gratifying to note that as at end 2008, all
the life insurers and most of the non-life
insurers have over-reached their targets.
However, rather than looking at it as a
mandated requirement, insurers should
exploit the opportunities of business
expansion from the hitherto neglected
areas.

‘Rural and Social Sector Commitments of
Insurers’ will be the focus of the next issue
of the Journal. We will have the
opportunity of getting to know some
success stories as well as the business plans
of insurers and the way forward.

Insurance Industry
- Rural and Social Sectors

in the next issue...

irda journal @ Mar 2009



Issue foucs

| -
==

i

A New Mindset
and A New Perception

NeeD oF THE Hour

G V RAO ASSERTS THAT INSURERS SHOULD CREATE INDEPENDENT GRIEVANCE CELLS OF THEIR OWN AND PACK THEM

WITH EXPERTS OF THEIR CHOICE TO RESOLVE COMPLAINTS. HE FURTHER ADDS THAT THEY SHOULD EVEN ENCOURAGE

CLAIMANTS TO COMPLAIN, IN ORDER TO DEMONSTRATE PUBLICLY THEIR GOOD INTENTIONS AND HONESTY OF PURPOSE.

eorge Bernard Shaw once
reportedly observed that all
progress depends on the
unreasonable man. His argument was that
the reasonable man adapts himself to the
world, while the unreasonable persists in
trying to adapt the world to himself;
therefore for any change of consequence,

The private sector
players have
copied the public
sector business
practices, and even
its business culture
in the handling of
claims, meaning
the way the
customer-claimants
are treated.

we must look to the unreasonable man.
Thinking the unlikely, and doing the
unreasonable, is the age we have entered
upon.

But the non-life insurance industry has not
witnessed the kind of progress, which even
reasonable men have come to expect from
it. Much was hoped for, from the insurers,
as a result of the dismantling of tariff
structures: that it would lead to a change
in their mindset on how they would look
at the problems their customers have
with them.

What are these problems? When and how
do they occur? Why are many customer-
claimants grumbling to the point, where
the insurers have come to just ignore them,
as mere whiners? Is it an issue of their
moral hazard, which clouds their
relationship? Or is it an issue of the
customer-claimants’ perception of a lack
of a fair process by insurers in deciding on
their claim-related issues?

Customers to blame for poor
service

It is no truism to say that many customer-
claimants have lost their goodwill, their
credibility, their integrity and are unable

irda journal o

to win even a cursory sympathy of their
insurers. Why have customers messed up
their case for fair dealings? In the current
market environment, there seems to be
an institutional bias against them.

Insurers have enormous powers to delay
or deny claims on any pretext, right or
wrong. Even if someone intervened, the
insurer’s view is final, till the courts
overturn them. The private sector players
have copied the public sector business
practices, and even its business culture in
the handling of claims, meaning the way
the customer-claimants are treated.

This writer wants to take the perspective
of an unreasonable man in writing on
this topic.

Have insurers anything to lose?

Insurers, instead of accepting and
analyzing the symptoms of customer
dissatisfaction, should be attempting to
better understand its causes and sources.
Most problems between them arise only
when claims are reported. As less than 8%
of the policyholders put in claims, 92% of
the rest, therefore, do not have any major
issues with their insurers. But the reason
why all the 100% people have originally



There is probably
no incentive for
insurers to review
their systems, but
only a likely
disincentive of
losing renewals,
and their
reputations getting
bashed about in
courts.

bought insurance is because of the likely
experience of the 8% in having had claims,
which strengthens their trust in the
insurance system to mitigate their financial
losses. The 8% claimants, therefore,
represent the expectations of the 100% on
how they perceive their insurers, inducing
them to buy insurance.

Instead of taking in this view, if insurers
were to take a view that 92% of their
insured are happy with their services, and
that it is only a substantial minority of the
8% minority, which are the ignorant
grumblers, as is the case now; it can distort
insurers’ perception of their customer-
performance.

But if insurers were to take a view that
this 8% segment is equivalent to100% of
their claimant base, and if substantial
minority of them was not satisfied with
them, surely, there is a need for concern

to think anew. The ultimate purpose of
buying insurance is to realize claims, if
they occurred: and insurers do understand
that their basic commercial aim is to satisfy
claimants, in a fair manner, for promoting
insurance, as a risk transfer mechanism.

The writer makes the argument that
insurers are now looking more at the 92%
non-claim making segment to feel
comfortable with themselves. They,
however, need to find out why substantial
minority of 8% feels aggrieved. Or do they
already know and have no solutions to offer
them? What is their mindset towards the
problems of the 8% that would define the
business purpose and reputations of
insurers?

Approach to claims handling
Insurers, instead of looking at the big
picture of strengthening the faith of the
insurable public in the system they
operate, use their management tools, even
more sharply, and perhaps unwittingly, to
undo that faith; by being generally un-
empathetic and remaining unresponsive to
customer calls for help, and by being less
communicative. Such an unconscious
attitude is not displayed either by choice
or by design; as then it would mean that
the actions are deliberate and are pointed.
It just instinctively happens.

It is essentially an issue of the mindset of
the insurers. A mindset, which is neither
influenced by logic nor by feelings or
empathy; it has only (often wrong)
perceptions and hard-held views. Only
independent, impartial and clear thinking
can cause them to change their
perceptions.

The unreasonable man would fight back,
rebelling against perceived neglect and
indifference to his pleas, for a fair process,
based on logic and facts. He wants a
contest based on facts, evidence and
arguments and an open mind. But instead
he finds that he is dealt with summarily.
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There is probably no incentive for insurers
to review their systems, but only a likely
disincentive of losing renewals, and their
reputations getting bashed about in courts.
Even these have not influenced the
behavior of insurers, as they have largely
concluded that they are the victims of a
prejudiced few, including the courts. So
far, they have remained unaccountable for
their claims’ behavior except to courts.
That is a long haul for customers to travel
to get redressal of their concerns.

At war is the mindset

This current mindset has been probably
shaped due to the practice of tariffs; the
rating structures did not figure to consider
the moral hazard aspect of the insured.
For decades the moral hazard was,
therefore, underwritten only at the time
of claim occurrence. The tariffs had also
inculcated a habit in the insured to look
up to insurers for guidance and for advice.
They expected that when it was sought,
and it was provided, there would be no
more problems for them. This is the
mindset of the customer. Neither had any
choice to alter the equation in the
transaction, even if they wanted to,
because of tariffs. With liberalization, and
the setting up of IRDA, as a focal point for
protecting customer interests; customers
have become emboldened to take on what
they perceive as injustices committed
by insurers.

Both the contracting parties have always
been wary of each other; and their mindset
has continued to work with a mutual
suspicion that one is out to get the other,
at the slightest opportunity, if one were
not sharp enough. Hence nothing much has
changed in their relationship, nor is it likely
to in the future. This ideological power
play will continue to play on, with insurers
as the more dominant party. Customers will
continue to want third party mediation to
settle their differences, till insurers
modernize their customer-handling
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systems to ensure fair play, transparency
and openness of mind.

Peculiar problems of non-life
insurance

Every claim payment is riddled with the
likely potential to create barriers between
the contracting parties, on issues of
fairness, equity, empathy and faster
responses, adding to insured’s misgivings
and misapprehensions, and for insurers
having to repeatedly assure them of their
reasonableness and equity at all times.

The exercise of judicial functions by
insurers is almost total in claim

The response for
further
responsibility has
to be sought from
the beneficiaries
too and not just
from the providers,
who always have a
good opinion of
themselves, as the
bar they have kept
for themselves is
too low.

settlements, and is unlike any seen in any
other business or trade. The claim staff of
insurers must, therefore, possess a judicial
bent of mind. And they must also posses
the requisite legal knowledge for
appreciation of subtle legal distinctions,
in addition to insurance expertise, in
deciding on claims. This is indeed a serious
question, affecting the insuring public and
calls for an honest answer from the
insurers. How good is their current ‘claim
staff’ in terms of the above expectations?

The question, if insurers can ever be fair
in determining the admissibility of a claim
and its quantum can never be honestly
answered, as the interested party, the
insurer, becomes the sole Judge to decide
the issue. That the insurers are aware of
this heavy burden placed on them of
ensuring the play of principles of equity
and fairness is critical for the functioning
of the system and the conduct of insurers.

In addition, the problems for insurers are
those that emanate from their rigid
mindset of past practices, disregarding the
changed Several new
management tools are now available to
them to tackle all kinds of problems, with
innovation and creativity. The developed
markets also have had their problems; but
they are taking action to find solutions.

scenario.

Lloyd’s want to rely on e-commerce for
claim settlement; no paper work from their
customers; they have reached 80%
compliance on it, but it wants 100%. And
it is unhappy that it was not achieved in
the time span planned for it. It has
segregated claims into ‘simple’ and
‘complicated’ and has allocated separate
staff to handle them, based on the
technical expertise required for the two
categories. Things are happening there,
good or bad. But what about our market?
The response for further responsibility has
to be sought from the beneficiaries too and
not just from the providers, who always
have a good opinion of themselves, as the
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bar they have kept for themselves is
too low.

Insurers to take the lead
The present grievance

mechanisms are non-functional, being only
in name and with no teeth. Customers need

redressal

a new mechanism that would inspire faith
and trust in it, assuring them of fair play,
equity and speed. If insurers are honest in
their purpose, they would create such
independent grievance cells of their own
and pack them with experts of their choice
to resolve complaints.

Insurers should even advertise encouraging
claimants to complain, if only to
demonstrate publicly their good intentions
and honesty of purpose. In the process
insurers would be creating a superb
standard for their public image and
reputation, on their own initiative. It is
also a good business practice of honesty
of intention and purpose. Insurers should
take the lead to set up such standards of
ethics, which would assure the fence-
sitting uninsured customers to jump into
their net. Insurers should play their game
for future stakes, as they are in it, for the
long haul. An unreasonable man would
consider this as the best option between
two contracting parties, who signed the
contract, as consenting adults.

Regulatory safeguards

Customers now have the statutory support
of the Regulator, against possible unfair
exploitation by insurers. The IRDA Act 1999
places the onus on the IRDA to protect the
interests of holders of insurance policies,
as its primary objective. In turn the IRDA
has issued PPl regulations in 2002
specifying its mandate. It has also created
an internal cell to receive customer
complaints to follow them up with the
insurers. In addition the General Insurance
Council under section 64 L (2) has the
function ‘to aid and advise insurers...in the
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matter of setting up of standards of
conduct and sound practice and in the
matter of rendering efficient service to
holders of policies”.

The necessary architecture has thus been
created to assure policyholders of fair and
speedy service from their insurers. The PPI
regulations are even quite detailed in
specifying the time schedules for
compliance by insurers on customer
related issues. What more could the IRDA
do to improve the market behavior of
insurers?

The regulations issued are more in the
nature of exhortation by the Authority of
insurers to stick to a code it has prescribed.
It can intervene and pursue their
implementation; but it has no specific
provisions how alleged breaches would be
indentified and the kinds of punishments
they would attract. It is for the Authority,
to whom claimants rush to, to decide on
the extent of compliance of the regulations
till now. But if the situation, after review,
is found less than satisfactory, then there
is no doubt, it should initiate a fresh
dialogue with the surveyors, insurers and
customers to develop an acceptable
procedure of grievance handling
mechanisms. Even otherwise a dialogue
contributes to better understanding among
them. IRDA can be a catalyst in this
objective.

A few other points

The Insurance Act 1938, or its amended
versions, has not mentioned even once
about the protection of policyholders’
interests. The basic objective of the
enactment, of course, is the spread of
insurance across the country, and in
particular the spread in rural and social

The unreasonable
man would see it
odd that we, in
India, persist
paying more
attention to the
service providers
and other issues
connected with
them, with little
attention paid to
the protection of
the beneficiaries of
their output.

sectors. It is only in the IRDA Act 1999 that
it is stated that its primacy of purpose is
the protection of policyholders. The
responsibility accorded to the IRDA by the
nation in that sense is enormous.

In the US State legislatures, the objectives
of the introduction of a Bill are detailed in
full, in holistic terms that would provide
broad guidance to the Regulator of its
intent. They become a
constitutional provisions to guide the
courts and the regulatory authorities. Such

sort of
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helpful guidance is not provided in the aims
and objectives of the Insurance Act or even
in the proposed amendments.

Barack Obama, prior to becoming the
President of the US, had stated that
financial regulations should be designed to
verify and regulate what insurers do; and
not only for what they are, or what they
should be.

The unreasonable man would see it odd
that we, in India, persist paying more
attention to the service providers and
other issues connected with them, with
little attention paid to the protection of
the beneficiaries of their output. The
business activities of the insurers, which
do impinge on the needs of the insuring
public, require equal attention, as the
purpose of enactment of laws is done in
the interests of the citizenry.

One does not expect many takers for many
of the views expressed herein; but the
points are raised for further discussion,
which may eventually lead to an insurance
system, wherein all the stakeholders
combine together to give a feeling of trust
to customers they deal with, with an
acceptable framework for resolution of
conflicts, in a manner that is fair and
empathetic and speedy to both the
contracting parties.

The author is ex-CMD, Oriental Insurance
Company Ltd.
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Indian Banking
and Insurance Industry

TreaTING CUSTOMERS FAIRLY

T.R. RAMACHANDRAN EMPHASIZES THAT A CUSTOMER WHO HAS BEEN TREATED FAIRLY IS THE STRONGEST BRAND

AMBASSADOR THAT A COMPANY CAN HAVE IN TODAY’S INTENSELY DYNAMIC AND COMPETITIVE ENVIRONMENT.

ustomer Fairness has many
connotations depending upon an
individual’s values, experience
and expectations. The concept of Treating
Customers Fairly (TCF) is an attempt to
align the company’s interest with that of
its customers through various cultural and
procedural initiatives. TCF is important for

If the customer
needs to complain
with respect to a
product or service,
the way in which
the store handles
his complaint
would also
determine whether
or not the customer
has been treated
fairly.

a number of reasons but the most
compelling reason for pursuing the concept
is that it is based on the core business
principle of putting customer first by
understanding his needs and expectations.

The commercial benefits of treating the
customer fairly are not only unequivocal
but also exponential. A customer who has
been treated fairly is the strongest brand
ambassador that a company can have in
today’s intensely dynamic and competitive
environment.

TCF provides benefits that are compelling
for any organization and are in the form of:

» Improved customer loyalty

« Increased customer satisfaction

» Improved customer trust and confidence

e Improved reputation in a highly
competitive market

o Improved goodwill

« Increased cross sales

« Positive brand recall

All of the above have a direct and material
impact on the well being of an organization
through improved profitability, increased
shareholder return and reduced risk of
regulatory non-compliance.

To understand the concept of TCF a bit
more, let us take an example of what
would TCF mean, for say, an apparel store?
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* Well trained, courteous and
knowledgeable staff

« Well displayed and tagged merchandise

« Prompt response to queries related to
merchandise

* Get what you ordered and to the
standard expected

« Correct billing

« No defects or complaints after usage

Further, if the customer needs to complain
with respect to a product or service, the
way in which the store handles his
complaint would also determine whether
or not the customer has been treated fairly.
If all these things are taken care of, the
customer will have every reason to revisit
the same store as he would believe that
he has been treated fairly by the store.

Though TCF is applicable and relevant in
all service industries, its relevance in the
financial services industry is unmatched.

TCF has long been embedded in the
corporate environs of the financial industry
in many countries. In UK for example, the
Financial Services Authority (FSA), which
is the Regulator of the financial services
industry, has defined six consumer
outcomes, which articulate the concept of
TCF. The aim of this initiative is to promote
efficient, orderly and fair financial markets
which would help customers get a fair deal.




The banks are
required to place
a complaint form,
along with the
name of the nodal
officer for
complaint
redressal, in the
homepage itself
to facilitate
complaint
submission by
customers.

Though not formally branded TCF, the
Indian banking industry, pro-actively
guided by the Reserve Bank of India, has
been an early adopter of principles of TCF.
All six TCF outcomes (as implemented by
FSA in UK) are already in place in the
banking industry in India, as detailed
below:

TCF Outcome 1: Consumers can be
confident that they are dealing with firms
where the fair treatment of customers is
central to the corporate culture

RBI has guidelines covering the entire
ambit of banking services, financial
instruments and the eligibility criterion for
not just banks but also all the
intermediaries involved in providing
various services to the customer.

TCF Outcome 2: Products and services
marketed and sold in the retail market are
designed to meet the needs of identified

consumer groups and are targeted
accordingly

TCF Outcome 3: Where consumers receive
advice, the advice is suitable and takes
account of their circumstances.

Most banks undertake a robust financial
planning for their customers, particularly
for the high net worth individuals. It is on
the basis of these, appropriate banking
products and investments portfolios are
designed and solicited.

TCF Outcome 4: Consumers are provided
with clear information and are kept
appropriately informed before, during and
after the point of sale.

The Reserve Bank constituted a Working
Group to formulate a scheme for ensuring
reasonableness of bank charges, and to
incorporate the Fair Practices Code, the
compliance of which would be monitored
by the Banking Codes and Standards Board
of India (BCSBI).

The banks are required to display and
update, as required, service charges and
fees on the homepage of their websites at
a prominent place under the title of
‘Service Charges and Fees’ so as to
facilitate easy access to the bank’s
customers. Most important terms and
conditions (printed in a minimum
prescribed font size) for relevant banking
products are shared on a periodic basis
with customers.

TCF Outcome 5: Consumers are provided
with products that perform as firms have
led them to expect, and the associated
service is both of an acceptable standard
and as they have been led to expect.

RBI has laid down various guidelines for
the banking industry such as the Fair
Practices Code. Additionally, to bring
together all activities relating to customer
service in banks and Reserve Bank of India
in a single department, the Reserve Bank
of India has constituted a department
called “Customer Service Department
(CSD)”, the functions of which include:
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e Dissemination of instructions/
information relating to customer service
and grievance redressal by banks and
Reserve Bank of India.

« Overseeing the grievance redressal
mechanism in respect of services
rendered by various RBI offices/
departments.

Administering the Banking Ombudsman
(BO) Scheme.

e Acting as a nodal department for the
Banking Codes and Standards Board of
India (BCSBI).

e Ensuring redressal of complaints
received directly by RBI on customer
service in banks.

o Liaison between banks, Indian Banks
Association, BCSBI, BO offices and RBI
regulatory departments on matters
relating to customer services and
grievance redressal.

TCF Outcome 6: Consumers do not face
unreasonable post-sale barriers imposed by
firms to change product, switch provider,
submit a claim or make a complaint.

The banks are required to place a
complaint form, along with the name of
the nodal officer for complaint redressal,
in the homepage itself to facilitate
complaint submission by customers. The
complaint form indicates that the first
point for redressal of complaints is the
bank itself and that complainants may
approach the Banking Ombudsman if the
complaint is not resolved at the bank level
within a month.

Banks are also required to place a
statement of complaints before their
Boards / Customer Service Committees
along with an analysis of the complaints
received. The complaints should be
analyzed (i) to identify customer service
areas in which the complaints are
frequently received; (ii) to identify
frequent sources of complaint; (iii) to
identify systemic deficiencies; and (iv) for
initiating appropriate action to make the
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grievance redressal mechanism more
effective. Further, banks are also advised
to disclose details of customer complaints
and awards passed by the Banking
Ombudsman along with their financial
results.

The Indian insurance industry is relatively
nascent when compared to the banking
services industry. Nevertheless it too has
been an early adopter of TCF as is evident
from the governing statute as well as the
guidelines issued by the Regulator,
Insurance Regulatory and Development
Authority (IRDA). Most of these principles
of treating the customer fairly are already
enshrined in the Indian Insurance industry
and are being followed by several players.
Some illustrations of the same are:

TCF Outcome 1: Consumers can be
confident that they are dealing with firms
where the fair treatment of customers is
central to the corporate culture.

Insurers have to
proactively
ensure that a
‘one size fits all’
approach is not
being adopted
for product
development and
that customized
products are
being developed
for specific
segments.

Examples

As part of the licensing process, IRDA
conducts a detailed review of performance
of promoters in the fields of business/
profession they are engaged in, record of
performance of the directors and persons
in management of the promoters and the
applicant company, governance standards,
standards of customer service proposed by
applicant.

To ensure fair treatment of customers,
IRDA has issued Protections of
Policyholders’ Interest Regulations, which
provides for certain minimum standards
vis-a-vis product design, disclosures in
product brochures, advertisements and
policy documents, disclosures at the point
of sale, post sale service.

TCF Outcome 2: Products and services
marketed and sold in the retail market are
designed to meet the needs of identified
consumer groups and are targeted
accordingly.

Examples

As per the IRDA Guidelines relating to
product approval, insurers are required to
file a detailed application (File and Use
Application) before launch of a new
product. The File and Use application
(among other things) requires an insurer
to identify the target segment, such as
Group Insurance, loan cover, micro
insurance, rural or urban sector, etc. along
with geographical locations to be targeted.

Insurers too have to proactively ensure that
a ‘one size fits all’ approach is not being
adopted for product development and that
customized products are being developed
for specific segments.

TCF Outcome 3: Consumers are provided
with clear information and are kept
appropriately informed before, during and
after the point of sale.

Examples

In case of Unit Linked Products, IRDA has
directed all insurers to show the amount
available for investment in each policy year

irda journal @

I\

nida

in the benefit illustration, which is also
required to be signed by the policyholder
at the time of signing the proposal form. A
copy of the sales illustration and proposal
form is sent to the customer along with
the policy docket.

Regulation 6 of the IRDA (Protection of
Policyholder) Regulations provides
mandatory disclosure of certain things in
the policy documents like contingencies
covered and excluded, premium payable
long with frequency, risk commencement
date and the date of maturity, date of last
installment of premium, documents
required for claim, etc.

Further, a 15-day policy review period is
available to policyholders to review the
terms and conditions which an option of
cancellation in case of disagreement with
any of the terms of the policy.

Additionally, many companies are planning
to proactively adopt additional documents
for their customers which would carry
details, benefits and charges of the policy
in a very simplified manner. This document
would be mandated at the point of sale
and a copy of the same will be shared with
customer in order to drive transparency in
the transaction.

TCF Outcome 4: Where consumers receive
advice, the advice is suitable and takes
account of their circumstances.

Examples

The advisors are required to disseminate
the requisite information in respect of
insurance products offered for sale by
insurer and take into account the needs of
the prospect while recommending a
specific insurance plan.

It is the duty of an insurance advisor to
provide all material information in respect
of a proposed cover to the prospect to
enable him/her to decide on the best
product and requires the advisor to advice
the prospect dispassionately.

Insurers have to ensure that the practice
of “Need Based selling” in the insurance




industry in India is implemented in toto
and make it mandatory for all the agents
to undertake the same before closing
a sale.

TCF Outcome 5: Consumers are provided
with products that perform as firms have
led them to expect, and the associated
service is of an acceptable standard and
as they have been led to expect.

Examples
IRDA requires insurers to follow certain
minimum standard for policyholders’
servicing vis-a-vis processing of various
requests.

The IRDA Guidelines for Unit Linked
Products stipulate that policyholders have
to be provided with the unit account
statement on every policy anniversary and
each time there is a change in units holding
position except when it is on account of
deduction of mortality and other charges.

The Regulations also provide for
investment norms for each category of
products along exposure norms and also
require insurers to submit quarterly
investment returns, which highlight the
investment performance, portfolio,
exposure to various sectors etc.

Additionally, there is also need for planning
to proactively redesign the unit statements
which will contain additional useful
information for the customers over and
beyond what the regulations require.

TCF Outcome 6: Consumers do not face
unreasonable post-sale barriers imposed by
firms to change product, switch provider,
submit a claim or make a complaint.

Examples

IRDA requires every insurer to have proper
procedures and effective mechanism in
place to address complaints and grievances
of policyholders. Insurers are required to
appoint a Customer Redressal Officer. The
Life Insurance Council also appoints

Insurance Ombudsman to resolve

IRDA requires
every insurer to
have proper
procedures and
effective
mechanism in
place to address
complaints and
grievances of
policyholders.

complaints relating to settlement of claim
on the part of insurers in cost-effective,
efficient and impartial manner.

Some life insurers have adopted several
pioneering measures to address these.
Further, root cause analysis is done for
process improvements to prevent any
recurrence of similar types of complaints
in future.

Treating customers fairly is primarily a
cultural issue. The culture of a company
is driven by its leadership, the strategy it
follows, controls and governance
framework and its performance
management process. Effective leadership
is a key enabler in driving the right
behavior and the quality of decision,
strategy sets the direction and priorities
of business, controls ensure that the
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agreed processes are embedded in the
business and lastly, the performance
management process promotes the TCF
culture by duly rewarding the appropriate
behavior. Embedding the right culture
converts good intention of an organization
into actual fair outcomes for the customer.

TCF is not about taking “one-off” customer
centric decisions but about consistently
treating them fairly and establishing a
culture of fair treatment of customers
throughout the business. TCF needs to be
an integral part of the DNA of the business
as it is a continuous process - it is not
something that companies can implement
and then forget about. Embedding TCF is
the recognition of the fact that the
company is engaged in a continuous
process of improvement through customer
engagement.

Conclusion

In the present scenario, where the
insurance industry in India has experienced
an unprecedented decline in persistency,
wherein the persistency ratios for private
life insurance companies have declined
from 95% in FY 03 to 75% in FY08, there is
a need to review growth strategies. One
certain way forward is to provide delightful
customer experience by proactively
adopting TCF - through need based selling,
aligning the product portfolio with
customer’s needs, increasing customer
education as well as transparency and
providing high quality customer service and
robust redressal mechanism.

By, adopting TCF, the insurance companies
would be able to ensure long term
sustainable growth of the Indian insurance
industry.

The author is CEO & MD, Aviva Life Insurance
India Ltd.
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Does One Size Fit All?

TrReATING YourR CusTOMERS FAIRLY

RAJESH RELAN WRITES THAT RESORTING TO UNFAIR PRACTICES TO WIN A CUSTOMER CAN BACKFIRE - WHICH COULD

LEAD NOT ONLY TO BUSINESS LOSS - BUT MORE IMPORTANTLY TO LOSS OF FAITH - WHICH IS OF UTMOST IMPORTANCE

IN LIFE INSURANCE BUSINESS.

ahatma Gandhi once said ‘A
customer is the most important
visitor on our premises. He is not
dependent on us, we are dependent on
him. He is not an interruption in our work,
he is the purpose of it. He is not an ousider
in our business, he is a part. We are not

In an ultra-
competitive
environment,
business managers,
at times, may be
required to take
decisions which
may be fair to the
customer but may
result in adverse
financial impact for
the organisation.

doing him a favour by serving him, he is
doing us a favour by giving us an
opportunity to do so.”

| think this captures the essence of it all.
Mahatma Gandhi understood the need to
treat the customers fairly - years ago; and
with extreme clarity, at that. Treating
customers fairly is deep rooted into the
statement he made above.

So what does “Treating the Customer
Fairly” exactly mean?

To define the above, we first need to get
an understanding into who the customer
is and what the word fairly means.

The way | look at the customer; it includes
the prospect, a buyer and a user. In case
of insurance, the beneficiaries, also
become a part of this universe. The word
fairly has two aspects to it - one is in a
proper and legal manner and the second
is without bias or distortion. The first
aspect is largely taken care of by the law,
wherein organisations like IRDA play a very
significant and a proactive role. The second
aspect which is not mandated by law,
therefore makes a huge difference in
assessing fair treatment.

Treating customers fairly is not the same
as treating customers nicely. Even where
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customers are delighted with the service
they have received, they may not have
been treated fairly. Customer satisfaction
may not be a true indication of fair

treatment.

From a customer perspective, fair
treatment would translate into an
experience whereby the “seller” is able
his/her
commensurate with the value of the

to honour commitments

business transaction.

From a business standpoint, treating
customers fairly is often easier said than
done. In an ultra-competitive environment,
business managers, at times, may be
required to take decisions which may be
fair to the customer but may result in
adverse financial impact for the
organisation. The corporate values and
culture must be conducive enough for this
to occur. For instance, businesses should
reward managers who are willing to take
fair and ethical decisions. This culminates
into long term trust - where the customers
are confident that they are dealing with
an organistion which holds a “customer
centric” view of the world.

Talking particularly about the life insurance
sector, the ethically questionable practice
of a salesperson misrepresenting or




Life insurance
organisations
need to
showcase ‘fair
practices’ as an
inherent part of
the processes
and strategy,
going forward.

misleading the customer about the
characteristics of a product or service is
an easy example of an unfair transaction.
In an effort to make a sale to a potential
customer, a financial products salesperson
could leave out certain information or
describe a financial product as something
the investor urgently needs, even though
sound financial judgment would come to
the opposite conclusion. All this constitutes
an unfair treatment.

Life insurance, which is a long-term
business, is primarily relationship-based.
The relationship between a life insurance
company and a policyholder can last
several decades. For the customer to stay
loyal, he has to believe in the product or
service he has invested in. He has to have

faith in the company he is associated with.
With fair practices, we can just ensure /
guarantee that for the business.

Life insurance products are more complex
and it is not easy for an average customer
to fully understand the product and its
features. In any life insurance transaction,
a customer, therefore, has to greatly rely
on the service provider. The whole focus
should be on generating confidence
amongst the customers that the life
insurers are committed to honesty, fairness
and integrity. The basic principles that the
life insurers should follow for giving the
fair deal to the customers could be:

- high standards of honesty and fairness

- competent and customer focused sales
and service

- advertising and sales material to be clear
to the purpose and honest in its content

- fair and expeditious resolution of
complaints and disputes

- efficient system of supervision and
review.

For a life insurance organisation, treating
should be
complemented by the capability, which is

the customers fairly

designed to increase consumer
understanding and awareness. This is
particularly relevant for a market like
India, where the awareness as well as the
penetration levels for life insurance are
very low. We need to begin right - not
only for our organisation, but for the whole
industry. The endeavour here is broader.
The consumer should be allowed to engage
effectively with the financial services
market, make informed decisions and then

eventually go about to shop.

We as responsible life insurance industry
players need to tread carefully and make
the foundation of our industry stronger.
This can happen only when we indulge in
fair practices. Life insurance organisations
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must understand that this is not a short-
term project. They need to showcase ‘fair
practices’ as an inherent part of the
processes and strategy, going forward. As
| said at the outset, not only is Treating
Customers Fairly an important business
principle to help us achieve efficient marke
share but if it is to have any real meaning,
it must lead to a real change in the
behaviour of the organisation.

Organisations need to take a long, hard
look at the obligations that they have to
their customers; and arrive at their own
individual view on what it means to be fair
to them. For every process and policy that
a firm has, it must ask itself ‘Is it fair?’.
Once a firm has formed a ‘corporate’ view
of fairness, it must decide how these
principles, values and beliefs apply to its
business, and to its target customers. They
must then be reflected in its operating
policies, business strategy, decision-making
and investment priorities.

Treating Customers Fairly needs to be
embedded into the culture of a firm at all
levels, so that over time it becomes BAU -
Business As Usual. Treating customers fairly
must be adopted by firms’ senior
management and embedded into each
firm’s individual corporate culture. It
cannot be entirely delegated to a
compliance or risk department. It is too
central to a firm’s activities and is a key
senior management responsibility. The
senior management should ensure that
they have the right management
information and other data to help them
guage the ‘fair practice’ levels of their
organisation.

Fair treatment of customers should be
implemented across all stages in an
organisation: product design, products
pricing, product promotion, identifying
sales

target markets,

remuneration of sales forces and advisers,

processes,
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post sales service, complaints handling and
governance.

Treating Customers Fairly is not only about
systems and controls, but about all aspects
of the business culture. This includes
people issues such as training and

competence; remuneration; and

performance management.

Presently, India is seeing an upsurge in
consumer awareness in the financial
services sector. The profile of the Indian
consumer is continuously evolving. They
are more aware and are actively managing
their financial affairs. In such a situation,

? One bad
customer
experience can
spread like wild
fire, and even
before we
realise, the
damage would
have been
done.

resorting to unfair practices to win a
customer can backfire - which could lead
not only to business loss - but more
importantly to loss of faith - which is of
utmost importance in our business. Once
our customer entrusts us with his hard
earned money, we are obligated to do full
justice to the same. One bad customer
experience can spread like wild fire, and
even before we realise, the damage would
have been done.

To summarise, “Treating Customer Fairly’
in itself is not a new obligation. It just
needs to get a renewed emphasis to
encourage everyone into customer service
to deliver fair treatment to their
customers. The endeavour here is to make
a difference to our customers, the
consumers of our financial services and
products. Taking into view the starting
point and the progress, organisations need
to continue to focus on fair practices, by
inculcating the same in the organisational
culture.

Life insurance companies need to make an
effort to identify the real ‘value’ that
customers expect; and deliver that. In the
Indian scenario, the factor that will create
a real differentiation between players is
not ‘what’ but ‘how’ you deliver a promise
to your customer. Service capabilities are
easy to replicate. The need of the hour is
to make relevant changes and move to the
next level.

‘A one size fits all approach’
does not work.

The author is Managing Director, MetLife
India Insurance Company Limited.
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Treating Customers Fairly

“Yes! We Can”

ARUP CHATTERJEE LAMENTS THAT WHILE SEVERAL FIRMS TALK ABOUT RAISING STANDARDS IN TREATING THEIR

CUSTOMERS FAIRLY, THE CHANGE IS HARDLY DISCERNIBLE AT THE OPERATIONAL LEVEL.

Introduction
ime and again, concerns have been
expressed that there are still too
many cases of mis-selling and
misrepresentation in the insurance market
place. On the top of this, today, market
volatility has created conditions in which
it is not always clear what is ‘fair’. At the

heart of the debate on current financial
crises is the relative role of the state, the
industry, and the consumer in meeting the
policyholders’ reasonable expectations. In
times of crisis, insurers and insurance
intermediaries should be especially aware
that all customers be treated fairly.

What is Treating Customers Fairly
(TCF)?

The mantra ‘Treating Customers Fairly’
(TCF) has been around in the statutes of
all financial market regulators and remains
a key strand of any consumer protection

agenda. The TCF initiative is aimed at
helping customers fully understand the
features, benefits, risks and costs of
financial products. It’s designed to
minimise the sale of unsuitable products
by encouraging best practice before,
during and after a sale. The FSA, UK has
outlined six key outcomes that it wants to
see as a result of its Treating Customers
Fairly initiative and this seems applicable
to other jurisdictions around the world as
well.

A prime motivation behind TCF is that the
traditional focus on rules has failed to

The six TCF consumer outcomes

1 Consumers can be confident that they are dealing with firms where the fair
treatment of customers is central to the corporate culture

2 Products and services marketed and sold in the retail market are designed
to meet the needs of identified consumer groups and are targeted accordingly

3 Consumers are provided with clear information and are kept appropriately
informed before, during and after the point of sale

4 Where consumers receive advice, the advice is suitable and takes account
of their circumstances

5 Consumers are provided with products that perform as firms have led them
to expect, and the associated service is of an acceptable standard and as
they have been led to expect

6 Consumers do not face unreasonable post-sale barriers imposed by firms to
change product, switch provider, submit a claim or make a complaint

Source: “Treating Customers Fairly -measuring outcomes”, Financial Services Authority UK,
November 2007
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protect consumers. TCF is a principle-
based approach.

The implication of a principle-based
approach, as opposed to a rules-based one,
is that the onus of interpretation is left to
senior management. Each insurer needs to
determine what TCF means for itself. For
example, one general insurer may
determine that moving to pure risk-based
pricing is fair to its customers as each
customer is paying an amount based on the
risk he poses. Another general insurer may
decide that this is not fair, as some of their
policyholders would be priced out of
the market.

‘Treating customers fairly’ vs.
‘treating customers well’
‘Treating customers fairly’ is not to be

confused with ‘treating customers well’.
For example a ‘low-cost no-frills’ airline,
which promises transport from point A to
point B, can be said to treat customers
fairly, since they are provided with what
they have paid for and receive what they
had expected. However, as a few frequent
flyers on these airlines may question these
claims that the customers are indeed
treated ‘well’. On the other hand, an
insurer offering personal accident
compensation by quoting a standard
compensation package to all claimants
without investigation may be treating its
customers well but not necessarily fairly,
since no account is being taken about the
details of the claim.

It is evident from the above examples, that
under the TCF approach, the regulator
would normally expect the senior
management to incorporate its approach
to ‘treating customers fairly’ into the
insurer’s or intermediaries corporate and
marketing strategy. As a general rule, TCF
should be business as usual in the
organisation.

Putting flesh on the bones -
Challenges throughout product
life-cycle

Given the scale of this task, insurers are
encouraged to think of TCF using the
product lifecycle framework, i.e.
considering TCF implications for the
insurance product through the six stages,
with most prominence given to the first
and last stage:

 Product design and governance

« |dentifying target markets

o Marketing and promoting the product

« Sales and advice processes

o After sales information

o Complaint handling

Of course, management information is vital
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in order to demonstrate that firms are
meeting their TCF obligations.

Many insurance players have taken steps
to improve their focus on consumers. It is
in the industry’s interests to define and
establish good practice. Given that the
emphasis should be on the prevention of
problems, a focus on what insurers should
not do is helpful in closing the door on
specific bad practices, but to avoid
perpetuating the cycle of crisis followed
by clean-up, it is important to look at what
good practice should be, perhaps in the
context of new developments. Here are
some ideas on how things could be
improved besides making a serious impact
on improving insurance services for
consumers, and ultimately for the industry
itself.

Change in culture

No amount of generic advice will overcome
the lack of confidence consumers have in
the market unless insurance market players
change their culture and develop strategies
to treat customers fairly that are not only
talked about in head office, but
implemented in the market. Whilst firms
talk about raising standards, there is little
change in the way that some firms treat
their customers on a day to day basis. The
commitment in the boardroom must
embrace every aspect of the service chain
- a company’s operations, from the way it
presents itself through symbols and logos,
through to its day-to-day working
practices.

The sense of consumer disappointment is
enhanced by the continuing tendency to
stress performance at the expense of less
exciting factors such as cost and flexibility.
Insurers appear to rate themselves on
short-term factors such as sales, funds
under management and distribution deals.
If they can develop a set of values that
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recognises how closely consumer
confidence is bound up with customer
service, and instill these values throughout
their workforce, then treating customers

fairly should be a natural consequence.

Product design

An insurer should be able to show that its
products have been designed to meet the
needs of its selected target market. For
example, consider a new unitised with-
profits contract designed to offer investors
the benefits of a smoothed return on a pool
of assets, to meet the savings needs of
certain policyholders. Suppose, in line with
recent trends, the new with-profits
product does not offer any significant
guarantees and the investment policy is
biased towards higher risk assets such as
equities. Through stress testing, which
involves modeling how the product
performs in different situations, the in

house actuaries should be in the best
position to ascertain the risks inherent in
the product structure and help assess for
which groups of customers the product is
most suited. Stress testing may also
indicate if the product is suitable for
customers who are willing to risk losing
part of their initial investment in the short
term in order to seek better returns. In
the longer term, it is important for
developing this understanding and should
ideally form part of the product-
development process.

An insurer should also assess whether the
policy conditions are unnecessarily
complex and hence difficult for consumers
to understand. Moreover, changes to the
policy design, such as the addition of a
particular exclusion, may change the
target customer base. Hence, there might
be knock-on effects for pricing assumptions
such as average propensity to claim;
decline and fraud rates; and adverse
selection.

Identifying target markets

The industry needs to look for new markets
and new ways of distribution which reflect
consumer diversity. Insurers should be
given an incentive to introduce socially
responsive product innovations and
alternate distribution channels that reduce
costs overall. The aim of increasing saving
cannot be met alone if firms continue to
‘high
Commissions are only part

concentrate on net worth
individuals’.
of the cost. Insofar as target-setting is
concerned, past experience has shown,
pure sales targets can backfire if they lead
to low quality sales, complaints and
compensation claims. How can quality,
rather than quantity, be rewarded? Are

companies setting the right targets?

Incentives and costs
Getting the incentives right is part of the
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process. Currently, the culture is sales-
based where the most prominent figure is
the rate of commission. This is a form of
market distortion that tars the reputation
of those advisers who truly put their
clients’ interests first. It can directly affect
the quality of products offered to
consumers, not to mention the effect on
company costs.

Commission rebating is also not the
answer: it benefits the well-informed at
the expense of the less savvy, and may
actually inflate commissions in order to
allow the extra to be rebated. One needs
to find ways of rewarding continuing
service. Can mystery-shopping be used to
reward good practice?

The financial rewards that senior managers
get should reflect the rewards received by
policyholders, not just shareholder value.
Policyholders find it galling to see bonuses
awarded to management when the value
of their investments has declined.

Marketing and sales literature
Consumers need both clarity and
frankness. The drive towards plain
language and issuance of documents in
local languages can make some documents
more attractive and easier to read.
However, some important information may
still be hidden away in small print and
technical language. Improvements in
consumer education, if achieved, imply
that insurers should be prepared for a more
knowledgeable market, asking more
difficult questions. Better communication
cannot be solved purely by regulators
telling companies what to do. Necessary
steps also need to be taken to develop a
common terminology. This is an area where
some common industry approach might
help consumers.

Insurers should provide clear information,
which will instill consumers with the
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confidence to make appropriate decisions
and give them the ability to question the
information and advice they receive. For
example, the marketing material used to
promote the product will need to be
reviewed to ensure that risks are clearly
stated. Many policyholders and their
advisers naturally associate the word ‘with-
profits’ with ‘guarantees’ and should be
clearly highlighted to the marketing and
sales personnel as well as in the product
literature.

Consumer education should not just teach
consumers how to understand the industry.
The IRDA and others must improve the way
that insurers communicate. They should

be asking what customers find easy or
difficult and using this information to
improve their practices. Some may be
doing this already, but it would improve
the industry’s standing if it were carried
out in a more transparent, industry-wide
basis. Although firms could have a role in
ensuring the provision of generic advice,
this needs to be separate from the sales
process. Further work may be needed to
ensure the introduction of consistent,
acceptable standards and monitoring.

Often the problem is not the language, but
the concepts. As an absolute minimum,
consumers need to understand all the
factors that limit performance of an
investment, even if they do not need to
know exactly how it is engineered.

Sales and advice process

Too often consumers are seen as a
homogenous mass, and this is reflected in
a standardised approach. Firms need to be
more sensitive to the differing information
and advice needs of different groups of
consumers, especially those entering the
long-term saving market for the first time.

Also, disclosure does not appear to be
acting as a brake on costs. This is partly
because consumers looking at a product
in isolation do not know whether a charge
is high or low. Comparative tables are not
publicised enough to fill this gap. The
introduction of a summary box which
should include a ‘benchmark’ charge,
showing the industry norm can be
considered.

While regulation has brought some
welcome progress on the disclosure of
charges, this is loaded towards the
purchase end. Consumers need to be
reminded of the annual charges during the
life of their contract. There is no
requirement to disclose each year with the
annual valuation statement the cash
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amount of charges deducted during the
year. That makes it difficult for consumers
to judge whether they are getting value
for money and whether they might be
getting a better return on their investment
if they took it somewhere else. Customers
need to know if they are paying out more
than an investment is actually earning.

Claims

For most insurers and insurance
intermediaries, the main point of contact
with the policyholders after the sale is at
the point of claim. TCF in a claims
department will entail ensuring that
genuine claims are paid and handled
promptly. It is important that the level of
evidence requested from the policyholder
is reasonable and not perceived to be
putting off claimants. Fraud detection
approaches need to balance fair treatment
of customers, particularly the elderly who
may be caught out by more aggressive
questioning techniques. Where elements
of the process are outsourced, it is
important to ensure that any outsource
providers adhere to the same TCF

standards as the insurer.

Complaint handling

Avoidance of double standards, such as
following complaints-handling procedures
to the letter but having a policy for turning
down as many complaints as possible is part
of the process. Insurers need to be straight
with their customers to gain their trust in
the long term. Despite regulatory
standards for the handling of complaints,
the rhetoric often undermines this. There
is even a tendency in the industry to
ascribe complaints to a ‘compensation
culture’ that encourages people with weak
cases to complain. The industry as a whole
should conduct research on how they can
promote confidence without encouraging
false expectations.
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‘Consumer audits’ are used as management

tools in some service-oriented
organisations. They provide a customer’s
perspective of the organisation by using,
for example, customer surveys of key
indicators (not just ‘satisfaction’) and
analysis of outcomes, including complaints
volumes and trend data. Such initiatives
should be championed at Board level,
perhaps through the non-executive
directors or through some consumer
representation. Insurers could be required
to demonstrate publicly - perhaps through
the annual report - what they have done

to satisfy the TCF principle.

Management Information
Appropriate key performance indicators

are important to enable senior
management to monitor TCF and whether
the product is being sold to the appropriate
target market and meets the needs of the
customer. For example, on a life policy,
the age of policyholders at entry, duration-
specific lapse rates, and numbers of
complaints. The distribution of the age of
the policyholders can be compared with
the target market identified during the
product-development process. Duration
specific lapse rates will enable
identification as to whether the product
met the needs of the policyholders. A
similar array of management information
tools including retention rates, loss ratios,
claims decline rates, etc, is available for
general insurance. Loss ratios and claims
decline rates can provide an early
indication that the product may have TCF-

related issues.

Consumer panel

The insurance industry needs to engage in
serious dialogue on a regular basis with
consumer bodies and other interested
parties on issues such as access for the less
affluent and general consumer confidence.
There is a need for the industry, the
regulator and consumers to establish a
collective, forward-looking joint agenda.
This should particularly focus on how the
industry can better serve its customers.
The IRDA may consider establishing a broad
ranging forum, including representatives
from all parts of the industry, consumer
groups, the IRDA and Government. This
should meet regularly with the aim of
agreeing priorities, monitoring progress,
giving early warning of problems that might
be arising and putting pressure on laggards

in the industry to catch up with best
practice.

Conclusion

Fair treatment of customers is a continuous
learning process so feedback on the
organisation’s TCF performance should be
communicated across all parts of the
insurer. This last step intuitively follows
back through to the first, making the whole
process a continuous feedback loop. It’s
not just something a company can
implement and then forget about. It’s not
a ‘bolt-on’ solution either - it has to be at
the heart of the business and it has to keep
moving.

Consumer confidence in the financial
services industry depends in large part both
on the actions of individual insurers and
insurance intermediaries; and on the
measures the industry takes collectively.
The IRDA has already proved to be a
regulator facilitating reform; and the
extent and the pace of reform will become
increasingly evident with the re-energised
concept of treating customers fairly.

YES, WE CAN Treat Customers Fairly if we
all resolve to work towards it.

The author is Principal Administrator,
International Association of Insurance
Supervisors, Basel, Switzerland.
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Recipe for Successful Life
Insurance Business

TreaT Your CusTOMERS FAIRLY

M. SURESH ASSERTS THAT STRONG TRAINING IS THE BEDROCK OF LONG-RUN SUCCESS FOR LIFE INSURANCE COMPANIES.

HE FURTHER ADDS THAT IT IS ESSENTIAL TO IDENTIFY A CUSTOMER'S NEEDS AND FULFILL THE NEED-GAPS ON AN ON-

GOING BASIS.

ahatma Gandhi’s words that a
customer is the most important
visitor on our premises; and that
he is the very purpose of our work have
proved to be prophetic for the corporate
world and even more so for the insurance

industry, given the high involvement nature
of the category and the length of
relationship between the client and the
insurance provider. Not infrequently, we
have the ‘moments of truth’ which is the
claims experience for the policyholder or
the beneficiary.
Customer Service in Life
Insurance

Customer service typically cuts across all
the steps of an insurance purchase - right
from policy acquisition to maturity. Hence
it becomes important to constantly
measure, monitor and improve customer
satisfaction to evolve into a customer
centric organization.

As the industry transforms and new service
paradigms come in, various facets of
customer experience come from
departments in the organization that are
not directly in the business of servicing
them. It is thus important for a life
insurance organization to realize that
responsibility for good customer
experience lies across all its departments.

Part of this customer-centricity results
from the ability to anticipate the needs of
people and design insurance solutions to
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answer those needs. This calls for insightful
research into various life-stages and finding
latent need-gaps that may exist. This
provides the platform for developing
products which are truly anticipatory. The
pressure for product innovation often de-
links it from what customers are actually
looking for. Consumer research bridges this
gap by aligning product development to
lifestyle patterns, market conditions and
demographics. Followed over a period of
time, this process helps in developing a
product mix which provides customers with
a rich and relevant suite of options to
select the right solutions based on
their needs.

In addition to the investment in product
innovations, substantial efforts are
required in building excellent distribution
channels. It is imperative to have strong
distribution channels by providing channel
partners the training to reinforce the
company’s business ethics as much as the
product benefits. Strong training is the
bedrock of long-run success for life
insurance companies. It helps protect the
interest of the customer by ensuring that
accurate information on product features
and attributes is provided and there is no
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miscommunication at the time of sale. It
is essential that the customer understands
each product feature and takes a
completely informed decision to ensure
that the product offered meets his / her
requirements and does not cause any post
purchase dissonance.

However, despite making investments in
this area, the possibility of malpractices
in the market place cannot be eliminated.
Therefore it is important to put key
management controls in place for prompt
and independent servicing of customer
grievance that may arise from time to
time.

Insurance contracts, being long term in
nature, it becomes imperative to have
continuous communication with customers
for greater traction. With many customers
experiencing insurance for the first time,
more as a mode of investment rather than
protection, it is the responsibility of all
insurers to highlight the rights and

obligations of the customers and help the
customers to take more informed
decisions. The recent fall in the stock
market accentuates the importance of
educating our customers on the benefits
of making long term decisions over short
term decisions. This will assist in managing
the customer expectations better and
increase their trust and credibility in the
organizations.

The diversity of culture and life-styles of
people in India creates varied customer
needs and expectations which a life
insurance company has to live up to. While
personal interactions and home visits are
considered to be customer friendly in some
parts of the country, technology based self-
servicing is the expectation benchmark
elsewhere. It is important for insurers to
understand these choices and customize
service accordingly.

Increased touch points and distribution
capabilities makes it necessary to train all
customer facing staff in key aspects of
customer services. Integration across all
customer touch-points - sales force,
branches, chat rooms, e-mail interactions,
call centers (in-house and outsourced),
is important for a
seamless

grievance cells -
consistent and service
experience. One of the key performance
areas for these touch points is to provide
the correct information to the customers
the first time. Focus on other key customer
aspects like empathy and responsiveness
are also important. Continuous training
and reinforcement in these areas will build
a strong customer service culture for the
organization.

Role of Technology

The onset of technology and availability
of newer servicing avenues calls for
insurance companies to look at enablers
that increase customer convenience.
These could be given as value-adds or as
specific need-based services to customers.

(28]

Multiple payment options available to the
customers is one of the value-add services
being offered in the insurance industry.
Tie-up with government agencies with
deep distribution like India Post for renewal
premium payment is another example of
service innovation. The use of mobile vans
for collecting renewal premiums or the use
of handheld devices for instant generation
of premium payment receipt in rural India
redefine the service benchmarks for the
industry.

With use of technology as an enabler, more
and more services can be provided to our
customers. Significant investments from
technology perspective enhance our ability
to remain customer centric. These
facilities provide customers for self-service
capability and the convenience of any-time
access to information. Tracking NAVs or
investment portfolios is an example of how
technology differentiates through ease and
security of access to information.

Claims Philosophy

In addition to all of the above, it is also
important to have a clearly defined claims
philosophy in place. The claims mission
should be to settle all genuine claims
within the shortest period of time and
ensure that client is satisfied with the
It also has to keep an eye on
non-genuine, fraudulent claims or
inappropriate claims. Post investigation
such claims are repudiated within
established regulations, laws of the land
and company practices.

experience.

Service excellence rests on continuous
learning and improvement. Two key means
of identification of improvement areas are
feedback and benchmarking.

Feedback and Measurement
Mechanisms

It is imperative to capture customer
feedback through various ‘moments of
truth’ with the customer. Every ‘voice of
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customer’ obtained through various
channels needs to be treated with utmost
importance and if there is any opportunity
for improvement identified, it needs to be
implemented in a time-bound manner.
Care should be taken to ensure that the
feedback system covers customer touch
points and also feedback platforms that
lie in the public domain. The popularity
of blogs, online forums and such platforms
on the Internet calls for a sensitive
feedback system to track customer
reactions comprehensively. Some of the
main customer touch-points from where
customer feedback and hence, knowledge
of customer preferences can be obtained
are as follows:

e Our customers - The feedback
mechanism should allow the customers
to provide direct feedback of their
experiences to the management team.
While enforcing such a mechanism, care
needs to be taken that the process to

The information
presented to the
management
needs to be
unbiased to enable
appropriate
decision making
on the basis of
feedback received.

transfer the information from touch
points to the management team does
not dilute the information itself. The
information presented to the
management needs to be unbiased to
enable appropriate decision making on
the basis of feedback received.

Again, feedback captured needs to be
both touch-point specific, i.e. for
branches, call centers, e-mails, etc, as
well as for the company overall, to
distinguish between the performance of
these touch points and take corrective
actions, if any.

o Our distributors - After the customers,
our distributors are the most important
source of honest feedback. By creating
structured forums that allow collection
of feedback from our distributors, key
information can be gathered to further
improve the current service experience
of both our distributors and customers.

An in-depth analysis into the reasons of
customer contacts with the company,
both for resolution of queries, and
registration of grievances, reveals
surprising amounts of information about
the areas that the company requires to
improve its services in. The focus of this
analysis is to identify the hitherto
untapped pain-points for the customer
and eliminate the root cause of his/her
grievances.

 Visits by the senior management team
to any of the customer touch points
provide opportunity to understand the
actual situation at the ground level and
take appropriate actions in this regard.
Surprise visits often tend to give a more
representative picture.

It is also important to either implement
the feedback of the customer promptly or
clearly communicate with the customer
with the reasons for non-implementation
of the feedback. These steps are important
to build credibility with the customers and
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provide further opportunity to convert
customers into collaborators who are
working for the betterment of the
organization.

Besides capturing and implementing the
key aspects of customer feedback, it is also
important to benchmark the organization
against the best practices followed within
and outside the industry as well as in the
international markets, and implement the
same. A highly competitive industry like
life insurance also provides the opportunity
for improving customer service by adopting
best-practices some of which may be from
the competition. In such a case, the case
for better customer experience over-rides
the case for differentiation. While it is
desirable to innovate for continuous
differentiation, the early adoption of
industry best practices is for the benefit
of the customer as also the industry.

Summing up

Instilling a customer centric credo and
creating customer friendly practices will
define the success of customer experience
for a life insurance company. As service
providers, we should remember that we
are ourselves customers elsewhere. The
way we would like to be treated as
customers is exactly the way we should be
providing service to our customers.

The author is Chief Operating Officer - Tata
AIG Life Insurance Co. Ltd.
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Consumer Education 1n Insurance

TowArDs CorrecT Risk PERCEPTION

ARMAN OZA MENTIONS THAT MASS-MEDIA CAMPAIGNS THAT THROW LIGHT ON THE IMPACT OF VARIOUS RISKS ON THE

LIVES OF A FAMILY AS WELL AS THE BASICS OF INSURANCE CONCEPT WILL GO A LONG WAY IN BRINGING THE LAYMAN

CONSUMER TO A LEVEL WHERE HE CAN UNDERSTAND HIS NEED VIVIDLY.

nsurance as a risk management tool

offers an ex-ante risk transfer option

to the consumer in consideration of the
premium. Risk transfer decision is largely
prompted by the way in which the risk
being insured, is perceived by the potential
buyer. A risk transfer will take place only
if the underlying risk is perceived to be
grave enough in comparison to the cost
(premium) of transfer. Risk perception
again is influenced by a number of factors
like risk appetite, level of information,
awareness about risk transfer options and
credibility of the risk transfer mechanism.
Moreover, in order to be able to build a
perception, at least a bare understanding
about the possibility (probability) of a loss
producing event taking place as well as its
financial impact (severity), is very much
required. Regardless of this, some covert
or overt process of identifying and
quantifying the risk does take place before
a buy decision is made on insurance.
Generally speaking, a risk-averse person
will buy more insurance than a risk taker.
Insurance products usually offer protection
against low frequency events only. On the
other hand, insurance consumers prefer
coverage against more probable,
immediate risks, notwithstanding their
probable impact. Hence, lower the

frequency of a loss prone event, higher is
the perception required to trigger an
insurance purchase. All these factors make
insurance purchase a much more complex
transaction. Building up of the right risk
perception in the public psyche is thus
fundamental to the emergence of a
demand driven, healthy and sustainable
insurance market. The whole issue of
consumer education in insurance should be
viewed from this perspective.

India is a country of highly diverse
population mix in terms of social,
economic, religious and cultural
conditions. These attributes contribute
towards equally diverse risk behaviour. A
large section of the population is obsessed
by a fatalist bias that deters them from
being risk-sensitive. Awareness levels about
variety and complexity of risks confronting
them is relatively low. Financial planning
is more often resorted to as an ad-hoc
exercise rather than as a habit. All this has
resulted in a low overall risk consciousness
among the population. Again the risk
appetite tends to change in different
situations. Thus a person who is averse to
stock market risks may become a risk taker
while considering life insurance. On the
other hand, someone who meticulously
buys life and health insurance may become
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a risk taker by driving rashly on roads.
While a fund of information on insurance
"products” is available, fundamental
aspects of risk management neither from

Insurance products
usually offer
protection against
low frequency
events only. On the
other hand,
insurance
consumers prefer
coverage against
more probable,
immediate risks,
notwithstanding
their probable
impact.
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The benefits from
insurance, being
distant as well as
contingent,
always remain
under a cloud of
suspicion for the
masses.

part of our formal education system nor
are they propagated well enough in the
public domain. The benefits from
insurance, being distant as well as
contingent, always remain under a cloud
of suspicion for the masses. Again
affordability is an issue for a large section
of the population. Life insurance is being
projected more as a tax savings and
investment instrument rather than a risk
mitigation tool. Non-motor personal line
products still constitute a negligible
portion of the non-life portfolio. All this
has resulted in an under-insured nation
with low levels of insurance density and
penetration. Real demand for insurance is
largely absent and whatever business that
is being transacted is more supply driven.
Insurance is often sold but is seldom
bought.

It is thus pretty clear creating a sustainable
demand for insurance would require the
building up of right risk perception among

the consumers. Unlike other products or
services, the benefits of insurance are not
immediately felt and hence unless the
consumer is fully convinced about buying
insurance per se, it will be very difficult
to ensure continued purchase. Insurance
is a long term business for insurers as well
as intermediaries. Unless the concept is
sold in the right earnest, issues like adverse
selection and moral hazard will keep
bothering the industry and a sustainable
as well as profitable portfolio of risks will
never emerge. In this context the role of
supply side in educating the customer
becomes critical. Unfortunately very little
effort has gone in on this front - both at
the micro as well as macro levels.
Substantial investment is being made in
peripheral marketing activities like
celebrity endorsements and brand building
that hardly convey any fundamental
message to the consumer. At the same
time, precious little is being done. To offer
right inputs and tools on the concept to
the customer at the point of sale is also a
rare sight.

At the micro level, point of sale is an ideal
occasion for imparting consumer education
since the consumer is fully attentive at this
point. Intermediaries and salespersons
need to be trained in an effective manner
to achieve this end. Rather than mere
product detailing they should be assessing
the risk appetite of the insured and
suggesting products accordingly. Even
while detailing the product, rather than
just painting a rosy picture about the
coverage and services offered, it will be
in the interest of everybody to explain the
limitations (or exclusions) of the product
and also explain the precept underlying
these limitations. For example, instead of
just saying that outpatient treatment is
excluded in a health insurance policy, it
would be helpful to explain that insurance
as a mechanism cannot cover high
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frequency risks, or that such risks are best
to retain rather than transfer. A well
informed consumer would bear a bigger
business potential and should not be
considered a threat.

The supply side needs to understand that
insurance selling is much more than
pushing a product in the market or more
crudely just 'closing a deal.’ Insurance
caters to only one area of the risk quadrant
and in order to optimize the benefits of
insurance, the consumer needs to
understand risk handling techniques for
non-insurable risks as well. In other words
apart from transferring the risks, an
individual has to learn about retaining,
controlling as well as avoiding certain risks.
Only then the benefits will flow in a
perceptible manner. Being a vital player
of the game, an insurance salesperson
should be giving vital tips on these areas
as well. Enabling the customer in taking
informed decisions is not only a matter of
ethics but also makes better business
sense. A customer with the right risk
perception is always likely to buy more
insurance and more importantly continue
buying insurance over a period of time.
Customer dissonance, which is a major
issue in insurance, arises mostly because
of lack of proper clarity (if not mis-selling)
at the point of sale. Utmost good faith is a
reciprocal obligation. Just as we expect
the consumer to take a long term view on
insurance, intermediaries and insurers also
need to go beyond short term goals of
bracing big volumes quickly.

The efforts to convey the right message at
the micro level also need to be
complemented at the macro level. Again
the focus has to be on building the right
risk perception rather than merely
parroting words like "insurance”, "security”
and "guarantee”. Well designed mass-media
campaigns that throw light on the impact

of various risks on the lives of a family as
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well as the basics of insurance concept will
go a long way in bringing the layman
consumer to a level where he can
understand his need vividly. Rather than
being sporadic in nature these campaigns
have to be carried out for long periods and
preferably in a phased manner. Separate
strategies for rural and urban consumers
have to be devised. Media like television
and internet can be extensively used in this

Introducing
suitably drafted
curricula at the
school level will at
least ensure that
the upcoming
generation
understands the
importance of risk
management
through insurance
in the right
earnest.

regard. Cues can be taken from social
marketing campaigns like "pulse polio”. In
the recent past, many insurance schemes
have been launched by the government.
The Rashtriya Swasthya Bima Yojna (RSBY)
is one such example. Insurance awareness
campaigns can be clubbed with such
schemes to ensure better outreach as well
as increased risk consciousness among the
population. As a nation, the returns
generated by such campaigns in terms of
increased insurance penetration will be
much more than the costs involved.

The concept of risk and risk management
and thereby insurance, needs to be the
part of school curriculum right from the
primary school level. As of now, insurance
is not taught even at the post-graduate
level in the management discipline by most
universities. This is the major reason why
even educated people fail to comprehend
the concept fully. Introducing suitably
drafted curricula at the school level will
at least ensure that the upcoming
generation understands the importance of
risk management through insurance in the
right earnest. To start with insurance
companies can bee encouraged to
approach schools and colleges for short
duration lectures and presentations
explaining the basics of insurance. Long
back, a similar effort was made by
Petroleum Conservation and Research
Association whereby the PSU oil companies
were encouraged to organize lectures in
schools on the importance of petroleum
conservation.

Appropriate regulations are already in
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place for ensuring that the consumer gets
a fair deal. Consumer education however,
is not an issue that can be dealt with
through regulation alone. Neither is it
something that can be taken up as a
project and finished once for all. It calls
for a mature behaviour and affirmative
action on the part of the industry. It has to
become a part of the culture that is driven
by a conviction that a risk literate
consumer is in the interest of one and all
in the industry. Fair play is not a one way
process - neither is foul play.

The author is a Consultant and Independent
Practitioner; and is presently based at
Ahmedabad.
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Simple and Plain Language

BEDROCK OF TRANSPARENCY

RAJIV JAMKHEDKAR OPINES THAT PEOPLE PREFER A BRAND BECAUSE OF THE INHERENT GOODWILL BUILT OVER TIME;

AND ALSO SHOW GREATER LOYALTY.

nsurance is a business built on the

principles of faith and good intent. The

basic premise of the proposer giving
information to insure life or property is that
it must be bona fide. The promise to pay,
should an unfortunate event occur, is a matter
of implicit faith of the customer in the
insurer. Reputation and trust are the pillars
on which the credentials of the industry
stand. How have we earned this trust and
faith of millions of customers? It is by treating
customers fairly and dealing with the
negative events in the customer’s life thereby
providing security and peace of mind.

A cynical person may ask why it is necessary
to treat customers fairly. After all, it is such
an obvious statement. How can this aspect
be more paramount than say satisfaction of
the customer with the product, insurer’s
profit margin or distributor’s production
efficiency? Those are more important, critical
and worthy of management attention, isn’t
it? The answer is ‘No’. The reason, as
mentioned above, is that insurance is a
subject matter of trust, future promise, good
intent, reputation and track record. If those
crucial aspects are breached in the
customer’s mind, then future growth and
profits of the insurer are threatened. Treating
customers fairly adds to the goodwill account
and unfair and negligent practices deplete
the insurer’s goodwill, even if it doesn’t show
in the account book!

Today, the customer has enough choice to
take her business elsewhere if she is not given
acceptable and fair products and service.
Companies must realize that profit comes in
two types - good profits and bad profits. One
can profit by taking undue advantage of the
customer at the time of sale and not being

transparent about the product/ pricing. The
same customer may unknowingly buy the
product, but later will not return to the
company for another policy. She may also
create poor word-of-mouth leading to more
potential customers getting driven away.
Good profits, on the other hand are
sustainable, fair and have the potential to
grow in the future. A good brand is built in
this way over a period of time. People prefer
a brand because of this inherent goodwill
built over time and also show greater loyalty.

The critical question is - How do we measure
and quantify the Treat your Customer Fairly
policy? Firstly, it starts form the top. The top
management of the company has to create
the culture where treating customers fairly
is instilled in the day-to-day working of the
company. This is valid for product design,
customer service, claims, and sales practice.
The intent, policy and culture of the
organization should translate into outcomes
that the customer can experience. Let us now
discuss what outcomes would demonstrate
that customers are getting treated fairly. First
and foremost, the customers should be
confident that they are buying products from
companies that keep treating customers fairly
at the heart of everything they do.

Treat your customers fairly policy can be

tested in the following four measured
outcomes.

Desired Outcomes
Outcome #1: Is the Insurer’s products suited
to the needs to the targeted customer?

This is central to the theme of fair treatment
of customers and critical in reducing mis-
selling and mis-buying of insurance products.
Too often, products are designed and sold
because of competitor and market trends
rather than an understanding and analysis of
customer needs that the product will solve.
Three concrete ways to ensure and measure
whether the company is selling products
meeting their target customer needs are:

» Product design process incorporating
market research and voice of customer,

» Need-based sales training

» Effective, simple, relevant self-diagnostic
tools for customers.

In the last few years, given the equity boom
in India, many customers have been sold
equity related products that do not suit their
needs. Instead of long-term savings needs,
customers have bought short-term
investment return products. Undergoing a
needs-analysis with customers or a simple risk
profiler can easily check this. These are fairly
easy to administer as well.

XYZ Life Insurance Company has a range of products from protection to savings and
traditional to unit linked. One of its agents approaches an individual who has studied
till 6th standard, aged 35, earns Rs. 7,000 a month on average, has a family of four
including two children, drives a taxi for living, can’t read English and is a financial
illiterate. The agent proposes a unit linked product, guides the customer to put
money in equity fund, makes him sign on a benefit illustration that is in English and
does not explain the risks of a market linked product.
advice? Is the insurer’s product suited to the needs of this customer?

Is the agent fair in his

irda journal @




The insurance agent is an advisor to the
customer. It is important that the advice is
in line with the customer’s unique life-stage
situation, financial circumstances and future
requirements. This aspect of providing advice
usually has not received adequate attention
from the Industry to measure and improve.
But | believe this is a critical aspect for the
progress of our industry.

Outcome #2: Is the customer being presented
clear and accurate information before, during
and after the point of sale?

Clear information is the bedrock of
transparency and adds greatly to treating
your customers fairly. Marketing literature,
retail promotions material, product brochure
and proposal are all contributors to the
above. Additionally, insurers need to use
simple formats and language. Among all the
products information that the customer is
inundated with, financial services products
use the most jargon. There is merit in using
simple language and common man’s terms.
In India, emphasis should move to greater
use of the local vernacular, if required. This
greatly enhances the customer’s
understanding of insurance products.

At this point it is important to note that
treating customers fairly is not a factor of,
or to be confused with customer satisfaction.
Many companies may show good satisfaction
scores but their customers actually may not
have the correct understanding of the
product terms and how it suits/not suited to
their needs. This may be a matter of nuance
but an important one.

Outcome # 3: Is the customer provided with
acceptable level of after sales service?

Decision Making Matrix for Management

ABC Life Insurance Company has a protection product that pays lump sums on death
or specific illnesses or specific disability conditions. The product is attractively
priced but has exclusions and clauses on rate reviewability. These are not explained
completely in the product brochures but are included in the policy contract which
is written in legal English. This product is made available to the Company’s entire
sales force, a vast majority of which has no understanding of intricacies of health
conditions. A home loan borrower wants to protect his asset (i.e. the home) in the
event of anything unforeseen happening to his health. He has suffered a mild heart
attack in the past. During the sales process, he discloses this to the agent but the
agent brushes it aside saying it is not worth noting in the proposal form.

After sales service includes a whole gamut
of departments - New business, Customer
service, Claims, Refunds. The IRDA has strived
to implement policies like free-look period
that have brought big improvements in this
outcome. Companies and regulators together
have to measure and improve the levels and
standards of service set for the benefit of
policyholders. Every company Management
Information (MI) must have these benchmarks
and actual performance as key company
performance indicators.

The role of Ml can hardly be overstated here.
Accurate, timely and actionable MI can be
an invaluable management tool to improve
service, reduce customer grievance and
improve business processes. The outcomes
regarding treating customers fairly should be
quantitatively measured and captured in MI
and qualitative research and feedback,
commentary may be added.

Outcome # 4: Are there any unreasonable
barriers post sale imposed by companies to
switch funds, carry out transactions, submit
a claim or make a complaint?

One of the aspects of treating customer fairly
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is that the customer has right to be having
his complaints redressed freely and
conveniently. Similarly, the claims process
should be simple; paperwork must be
relatively hassle-free and quick. Standards
have to be established by companies and
communicated to customers regarding the
time taken to resolve queries, complaints and
to settle claims. With access to modern
technology, these requests of the customers
can be seamlessly handled by use of phone/
IVR, internet, and wireless media apart from
the traditional methods.

The Golden Rule

In the ultimate analysis, as we mentioned in
the beginning, the consistent demonstration
of the four outcomes depends on the culture
and practice of management.

How can management ultimately decide in
the day-to-day decision-making, that involves
several challenges and trade-offs, whether
they are treating customers fairly? It is to
ultimately put themselves in customer’s
shoes. The word is Empathy.
It literally means active listening. To
paraphrase the Golden Rule - “ Do unto
customers what you would like to be
done to you”. The moment management is
empathic to the customer, answers
automatically appear to resolve the quandary
managers may find themselves in.

The golden rule applied practically is the best
encapsulation of the treat your customers
fairly philosophy. Apply this test in tough
situations to get the best and
fair results.

The author is CEO, AEGON Religare Life
Insurance Company Limited.
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Fairness and Transparency

THRoUGH CSR APPROACH

RAJESH KHANDELWAL SUGGESTS THAT INSURERS COULD CONSIDER REWARDING THOSE AGENTS WHO PERFORM WELL

IN THE FIELD OF CUSTOMER SATISFACTION IN THE LONG RUN, WHICH CAN ACT AS A STRONG MOTIVATOR FOR

PERFORMING BETTER.

nsurers shall embed and deepen the

responsibility dimension into all aspects

of their management, and should to be
well advanced on the path to sustainability
with respect to the best standards of
conduct in the insurance sector. | shall thus
highlight and as well make a few
suggestions to enrich the range of potential
responses to further improve the
reputation of insurance industry through
Corporate Social Responsibility (CSR)
approach. Three paths can be followed
here:

Fair and Standardized commercial
practices, enhancing employees’
competency and ethical awareness;

To address behavioral, transparency and
responsibility issues; and

To act as lever for change in society

There are legitimate concerns about mis-
selling practices and problems linked to
insurance agents’ remuneration model,
which cast an enduring slur on the
industry’s image. There is a pressing need
to simplify and standardize the system, in
order to reach a greater transparency and
to enhance customer confidence. There
should be a change in the sales systems of
the long-term savings business, and a
greater transparency on fees and
commissions. Insurers must bring fairness
in its selling practices and in remuneration
system, especially - but not only - in the

long-term savings business. The
commission structure for any given product
should provide advisers the incentive to
give the right advice and to review product
suitability and performance over time on
behalf of the customer. The cost of initial
advice should be - if legally possible -
separated from the cost of on-going advice;
and customers should not be forced to pay
up-front for financial advice, or if they
decide not to purchase a product. Hence,
there is need for insurers to incorporate
behavioral control measures, such as
incentives to encourage customer-oriented

An over-emphasis
on end results may
lead to a culture
that focuses on
short term sales
and neglects
after-sales, long-
term customer
care.
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attitudes, into their agents’ compensation
system. It seems that a balance of
outcome-based and behavioral-based
control measures would be the best
approach.

Sales force control systems can be
classified into those that monitor the final
outcomes of a process (i.e. outcome-based
control), and those that monitor individual
stages in the process (i.e. behavior based
control). In an outcome based control
system, salespeople are assessed and
rewarded based on end results, such as
their sales volume, number of new
accounts gained, and whether they meet
sales quotas or targets. On the other hand,
in a behavior - based control system, sales
people are evaluated and compensated
based on their behavioral performance
(i.e. their activities, knowledge and skills);
taking into account the methods they use
to achieve sales results and whether they
maintain good relationships with
customers.

When a salesperson’s performance is
assessed based on end results, he bears
performance risk because he will be
penalized if he does not succeed in bringing
in sales. Hence, he is more likely to behave
unethically to achieve sales results. An
over-emphasis on end results may lead to
a culture that focuses on short term sales
and neglects after-sales, long-term
customer care. Hence, insurers should not



To deepen the
incorporation of
CSR into the
business as a
whole, insurers
must continue to
mobilize its
employees in this
regard, by including
this dimension into
internal company
training
programmes.

rely only on sales-based assessments in
rewarding their agents. Instead, they
should also incorporate further behavioral-
based control measures into its reward
system. This will reduce undue pressure
on agents to meet short-term sales targets.
At the same time, it will encourage them
to act in an ethical way to establish long-
term relationships with customers.

One way of assessing agents’ behavioral
performance is to look at the number of
complaints and compliments that insurers
receive on each agent. The insurance
industry’s common practice is to hand out
awards to agents based on their sales
results. Perhaps, insurers could consider
rewarding those agents who perform well
according to the complaints and
compliments received, and who deliver

long-term customer satisfaction. Such
awards would act as strong incentives for
agents to devote their efforts to building
good, long-lasting relationships with
policyholders. Conversely, insurers could
stop working with agents who generate a
high level of complaints. Insurers should
make such a policy highly visible to its
agents, so that it will act as an effective
deterrent to unethical behavior and
unfriendly attitudes toward customers.

Cultivation of buyer’s trust is particularly
important in a relational sales contest,
where the customer needs to have a
confident belief that the salesperson can
be relied upon to behave in such a manner
that his/her long-term interest will be
served. Therefore, insurance companies
and their agents must win customers’
confidence and build long-term
relationships with them. Customers’ trust
in the insurance industry is not only
dependent on the quality of the products’
design, but very importantly, on the
insurers’ and their sales forces’ level of
integrity and professionalism when dealing
with the public. To improve public
confidence, insurers in many ways must
make sure that all their commercial
practices are fair and customer-focused.

Besides, policyholders should be able to
see that channels are readily available for
them to voice their dissatisfaction or file
complaints, if this becomes necessary.
Insurers must commit to dealing with
customers’ complaints fairly and swiftly.
The awareness that a customer advocate
exists may reduce feelings of helplessness,
dissatisfaction, or resentment that
consumers may ordinarily have when
dealing with a large insurance company. |
can perhaps make the following prediction:
if insurance companies make customers
aware that besides being able to seek
recourse with the regulator, they also have
a right to complain to their insurer and to
the industry’s associations, and that their
complaints will be fairly dealt with, this is
likely to also reduce consumers’ feeling of
helplessness, dissatisfaction, or
resentment with their insurer. In fact,
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every complaint should be considered as a
business opportunity, since this form of
consumer feedback can help the company
avoid future errors.

Surveys conducted on insurance
professionals have highlighted the
existence of serious concerns regarding
their competencies. Insurers must set high
expectations in both the technical
competence and ethical behavior of its
agents. This involves adopting stringent
requirements for the selection of affiliated
sales agencies and individual agents. At the
same time, there is need to pay close
attention to staff training, so as to make
sure that the sales force is technically
competent to make the correct product
recommendations to customers. This will
minimize the incidence of mis-selling. The
financial services industry has undergone
rapid transformation. Financial institutions
like insurance companies and banks are
offering more sophisticated products in
their bid to uphold their market share in
an increasingly competitive environment.
Hence, insurers must make sure that their
sales force has the technical skills to
handle the enhanced complexity of such
products, by stepping up on staff training.
Improving - on a continuous basis - the
competence and professional standards of
their agents helps insurers win the public’s
trust and confidence. To deepen the
incorporation of CSR into the business as a
whole, insurers must continue to mobilize
its employees in this regard, by including
this dimension into internal company
training programmes. The board and senior
management must clearly support and fully
commit to the CSR program as well as be
conscious of the need to lead by example.

Insurers need to improve the transparency
of their business practices in order to win
the trust of policyholders. There should be
better disclosure of information about
products in sales materials. Before
consumers sign up for the products, they
should be informed about all charges that
would be incurred for the product, the
projected returns that they would be
getting, as well as the assumptions that



the projections are based on. The
projections should be credible, not
unachievable. If returns are not
guaranteed, the company should be very
clear about that. The terms and provisions
of policies should be accurate, truthful,
upfront, and written in a language that
policyholders can easily understand as
consumers frequently find insurance
products complex and difficult to
comprehend. Conditions and risks that are
excluded from the insurance coverage
should be clearly highlighted and explained
to customers’ at the point when policies
are sold. This will avoid unhappiness later
on when customers file for claims. When
it comes to selling insurance policies, the
old saying “Honesty is the best policy”
can’t be more true.

By the policies they
define, the products
they design, the
methods they
promote to sell them;
by the way they
manage and reward
their employees; or
by the level of
transparency they
are able to reach,
insurance companies
influence
significantly the way
individuals and
organizations
behave.

Insurers must encourage the incorporation
of CSR-related issues by all the industry’s
businesses and stakeholders. Insurance
companies have repeated interactions with
almost all economic sectors, with all kinds
of organizations, and with the citizens of
the countries in which they operate,
through the myriad insurance contracts
that are signed every year. Therefore, the
insurance industry can bring an essential
contribution to raise the awareness of its
business stakeholders on societal and
environmental concerns, and to promote
sound practices on their part of its
customers and suppliers. A pro-active
attitude is essential to foster significant
progress, which implies to create and
market insurance product and services that
encourage responsible organizational and
individual behavior.

Conclusion

To conclude, for the financial services and
insurance industry, it is only by
demonstrating that it understands its
responsibilities and operates with fairness,
transparency and integrity that the
industry will be able to build the trust of
all stakeholders. Insurance business is
affected by the huge uncertainty in
financial markets, but people around the
world are still saving and buying insurance
from brands they trust. Trust is vital to the
insurance business; it represents its main
asset. Hence, transparent and ethical
practices are needed to build the
reputation of the industry. It will demand
skills in managing the change - now very
visible in some parts of the industry.
Insurers should take active and prudent
approach in managing their capital and
making appropriate disclosures. Investors
and policy holders should feel confident
that the disclosures provide a full picture
of financial position. Enlightened
leadership is essential to provide the
impetus, to set the organization in motion,
and to follow up the internalization
process. Beyond implementing compliance
programs, defining sets of values and
elaborating codes of conduct, the
challenge for insurance companies - as well
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for the multinational firms - is to live the
responsibility dimension in their daily
operations, and to maintain a high ethical
profile through all the aspects of their
activities. Well written CSR reports,
professionally managed customer and
public relation exercises will, in that case,
not be substitutes for a genuine
incorporation of responsibility (at all
levels) but its illustration.

The heart of the matter is that insurance
companies, being financial institutions,
have the power to shape our common
future: they manage investment funds,
which gives them the possibility to invest
in responsible companies to sustain sound
projects; and they have set up contractual
relationships with millions of individuals
and organizations of all kinds - in fact, with
all of us in a way or another -, and this
provides them with a tremendous leverage.
By the policies they define, the products
they design, the methods they promote to
sell them; by the way they manage and
reward their employees; or by the level of
transparency they are able to reach,
insurance companies influence
significantly the way individuals and
organizations behave. If they can introduce
new methods of risk assessment and
management that foster environmental
protection and contribute to social equity.
If they can make it explicit that
responsibility starts at the top and
effectively percolates through the
organization, then an enduring change in
the image of the industry will take place.
The faith in the insurance industry will be
enhanced because the reality will have
changed. Let us all resolve to bring this
change so that the future generation may
have the possibility to cope better with
the more risky world they will inherit from
us.

The author is an industry expert and market

analyst.
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tatistics - non-lif

GROSS PREMIUM UNDERWRITTEN BY NON-LIFE INSURERS WITHIN INDIA (SEGMENT WISE) :

Sl. | Insurer Fire Marine Marine Marine Engineering Motor
No. Cargo Hull
1 Royal Sundaram 45.51 15.05 15.05 0.00 28.54 375.36
Previous year 55.19 12.35 12.35 0.00 29.73 285.77
2 TATA-AIG 132.01 90.47 90.47 0.00 28.49 171.75
Previous year 105.73 72.48 72.48 0.00 22.68 182.37
3 Reliance 104.95 55.19 25.69 29.50 88.37 870.02
Previous year 112.87 32.14 25.14 7.00 74.95 982.71
4 IFFCO Tokio 157.14 91.16 63.95 27.21 60.05 506.90
Previous year 190.70 49.34 41.62 7.73 67.19 320.62
5 ICICI Lombard 257.22 193.99 72.04 121.96 160.05 982.99
Previous year 401.54 178.02 48.16 129.86 144.58 955.49
6 Bajaj Allianz 184.53 69.22 56.95 12.28 95.13 1,162.77
Previous year 221.33 62.47 56.34 6.13 107.12 954.66
7 HDFC ERGO 30.46 5.72 4.03 1.69 7.83 105.55
Previous year 6.23 2.20 2.20 0.00 4.54 102.17
8 Cholamandalam 48.76 29.86 28.68 1.17 19.35 238.19
Previous year 58.39 25.64 24.16 1.48 22.98 153.71
9 Future Generali $ 11.69 4.22 4.22 0.00 8.97 57.63
Previous year 0.23 0.52 0.52 0.00 0.18 0.11
10 | Universal Sompo * 2.46 0.29 0.29 0.00 0.03 1.04
Previous year 0.00 0.00 0.00 0.00 0.00 0.00
11 | Shriram 0.14 0.00 0.00 0.00 0.22 56.88
Previous year 0.00 0.00 0.00 0.00 0.00 0.00
11 | Bharti Axa 1.02 0.18 0.18 0.00 1.43 4.93
Previous year 0.00 0.00 0.00 0.00 0.00 0.00
11 | New India 577.55 356.15 139.51 216.64 193.16 1,457.63
Previous year# 603.14 307.27 130.32 176.94 161.37 1,487.00
12 | National 300.27 157.88 102.92 54.97 107.77 1,623.86
Previous year 287.43 131.60 90.55 41.05 100.17 1,561.37
13 | United India 429.11 251.92 146.14 105.78 177.18 1,138.01
Previous year# 412.10 223.36 125.58 97.78 153.07 1,022.59
14 | Oriental 361.27 253.01 127.45 125.56 188.57 1,107.09
Previous year 402.92 262.49 121.70 140.80 162.90 1,196.26
Grand Total 2,644.09 1,574.32 877.56 696.76 1,165.13 9,860.60
Previous year 2,857.80 1,359.90 751.13 608.77 1,051.48 9,204.83
SPECIALISED INSTITUTIONS
15 | ECGC
Previous year
16 | Star Health & Allied Insurance
Previous year
17 | Apollo DKV $
Previous year

Note: In case of public sector insurance companies, the segment-wise data submitted may vary from the flash Nos filed with the Authority.
As such, the industry totals may vary from the flash figures published for the month of September-2008.

$ Commenced operations in November, 2007.

* Commenced operations in February, 2008.

# There is variation between Segment-wise figures and Monthly Business figures for December, 2008.

Compiled on the basis of data submitted by the Insurance companies



Statistics - non-life insurance

FOR THE PERIOD APRIL - DECEMBER - 2008 (PROVISIONAL & UNAUDITED)

(Rs. Crores)

Motor OD Motor TP Health Aviation Liability Personal All Others Grand Total
Accident
299.45 75.91 88.95 0.00 6.49 21.39 11.23 592.51
231.48 54.30 80.10 0.00 4.08 22.62 6.05 495.90
146.95 24.80 60.16 0.00 89.44 90.88 7.68 670.87
152.01 30.35 52.07 0.00 73.90 78.20 2.04 589.48
622.51 247.51 259.75 9.67 21.86 48.25 37.13 1,495.20
713.26 269.45 221.10 5.99 11.86 36.56 46.27 1,524.47
351.91 154.99 94.05 9.48 27.54 20.60 74.53 1,041.46
219.86 100.77 66.99 4.03 20.14 15.17 65.96 800.13
657.01 325.98 819.54 46.21 67.98 97.82 96.08 2,721.87
679.74 275.75 674.41 30.07 67.71 94.33 78.52 2,624.67
813.70 349.07 214.58 17.91 52.90 40.96 159.35 1,997.34
695.48 259.17 181.57 9.81 35.92 29.02 111.00 1,712.89
87.17 18.38 38.76 0.59 27.72 4.77 12.97 234.36
90.53 11.65 25.69 0.00 17.41 4.46 5.81 168.51
181.50 56.69 127.89 0.00 11.00 19.15 31.73 525.93
123.68 30.03 82.59 -0.15 11.63 9.09 23.64 387.52
43.59 14.04 27.01 0.00 3.45 7.71 3.15 123.83
0.10 0.02 0.00 0.00 0.00 0.00 0.00 1.04
1.04 0.00 0.41 0.00 0.01 0.87 1.94 7.06
0.00 0.00 0.00 0.00 0.00 0.00 1.94 1.94
29.13 27.75 0.00 0.00 0.07 0.00 0.00 57.31
0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
4.08 0.85 0.00 0.00 0.18 0.04 0.06 7.83
0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
798.29 659.34 1,042.37 45,53 79.85 64.93 296.30 4,113.48
811.44 675.56 856.74 51.26 66.03 62.78 315.31 3,910.90
1,027.23 596.63 628.63 45.46 36.60 53.71 244.21 3,198.40
981.45 579.92 466.74 38.24 29.93 47.41 259.22 2,922.10
648.26 489.75 631.01 13.05 57.52 53.49 392.11 3,143.40
613.79 408.79 448.33 20.59 50.34 64.33 370.24 2,764.96
645.67 461.42 525.79 66.16 60.57 68.02 335.22 2,965.71
737.55 458.71 402.52 58.94 51.58 67.47 289.81 2,894.90
6,357.49 3,503.11 4,558.90 254.06 543.18 592.60 1,703.68 22,896.56
6,050.36 3,154.47 3,558.84 218.79 440.53 531.42 1,575.81 20,799.41
537.39 537.39
473.96 473.96
363.24 15.15 3.22 381.62
136.00 14.87 2.63 153.50
31.02 31.02
0.00 0.00

irda journal Q



tatistics - non-life ins

Report

Card: General

GROSS PREMIUM UNDERWRITTEN FOR AND UP TO THE MONTH OF JANUARY, 2009

(Rs.in Crores)

JANUARY APRIL - JANUARY GROWTH OVER THE
INSURER CORRESPONDING PERIOD
2008-09 2007-08 2008-09 200708 * OF PREVIOUS VEAR
Royal Sundaram 70.52 70.30 663.03 566.20 17.10
Tata-AlG 76.19 82.81 749.72 672.28 11.52
Reliance General 140.70 149.17 1635.90 1673.64 -2.26
IFFCO-Tokio 120.07 127.34 1161.53 927.47 25.24
ICICl-lombard 317.80 278.43 3039.67 2903.10 4.70
Bajaj Allianz 217.09 212.57 2214.43 1925.46 15.01
HDFC ERGO General 33.62 17.46 267.97 185.98 44.09
Cholamandalam 62.04 48.00 587.97 435.52 35.01
Future Generali $ 26.38 4.42 150.14 5.43 2662.80
Universal Sompo # 4.99 0.00 12.05 0.00
Shriram General @ 24.63 0.00 81.94 0.00
Bharti AXA General @ 6.47 0.00 14.30 0.00
New India 456.58 451.30 4569.98 4359.75 4.82
National 360.55 373.96 3558.95 3296.06 7.98
United India 351.33 316.13 3491.07 3081.08 13.31
Oriental 338.93 328.68 3304.64 3223.58 2.51
PRIVATE TOTAL 1100.48 990.50 10578.65 9295.08 13.81
PUBLIC TOTAL 1507.39 1470.07 14924.64 13960.47 6.91
GRAND TOTAL 2607.87 2460.57 25503.29 23255.55 9.67
SPECIALISED INSTITUTIONS:
1.Credit Insurance
ECGC 62.15 56.99 599.53 530.95 12.92
2.Health Insurance
Star Health & Allied Insurance 102.76 4.29 484.38 157.79 206.98
Apollo DKV 4.71 0.49 38.01 0.61 6167.24
Health Total 107.47 4.78 522.39 158.39 229.80
3.Agriculture Insurance
AIC 71.54 126.57 653.12 700.16 -6.72
Note: Compiled on the basis of data submitted by the Insurance companies

$ Commenced operations in November, 2007.
@ Commenced operations in July, 2008.

# Commenced operations in February, 2008.
* Figures revised by insurance companies

Premium underwritten by non-life insurers
for January, 2009

Note 1. Total for 2007-08 is for 12 month period.
2. Total for 2008-09 is upto January, 2009.
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events

02 - 04 Mar 2009
Venue: Tunis, Tunisia

02 - 07 Mar 2009
Venue: NIA, Pune

16 - 18 Mar 2009
VYenue: NIA, Pune

24 - 26 Mar 2009
Venue: Hong Kong

30 - 31 Mar 2009
Venue: Singapore

14 - 15 Apr 2009
Venue: Dubai

15 Apr 2009
Venue: Macau

19 - 23 Apr 2009
Venue: Orlando, USA

20 - 25 Apr 2009
Venue: NIA, Pune

23 - 25 Apr 2009
Venue: NIA, Pune

34 MENA CEO Insurance Summit
By Asia Insurance Review, Singapore.

Effective Claims Management
By National Insurance Academy o

Actuarial Appreciation Programme
- Data Management & Pricing
By National Insurance Academy

9t CEO Insurance Summit in Asia
By Asia Insurance Review, Singapore

4* Asian Takaful Conference
By Asia Insurance Review, Singapore

World Takaful Conference ®
By Dubai International Financial Centre

APLIC
By Asia Pacific Financial Services Association

RIMS Conference
By Risk & Insurance Management Society

Techno Marketing in General Insurance
By National Insurance Academy

Actuarial Practices in Life Insurance
By National Insurance Academy



view point

While we are presently experiencing a challenging period for reinsurers; from risk
management to more significant levels of loss; 2007 placed most reinsurers in solid
financial standing. Reinsurers, overall, appear well-positioned to meet the challenges
of the continuing financial crises.

Mr Jeremy Cox
IAIS Reinsurance Transparency Sub-group

Since all the investments were done by the insurance companies within the guidelines
prescribed to them, the regulator does not see the exposure as an issue which
would cause concern.

Mr J Hari Narayan
Chairman, Insurance Regulatory and Development Authority, India

State insurance regulators use time-tested tools to protect consumers and help
maintain a solvent and competitive marketplace.

Mr Roger Sevigny
NAIC President and New Hampshire Insurance Commissioner

The industry has endured the difficult financial conditions well, but underwriting
profits have begun to show the effects of the series of weather events suffered in
the last two years.

Mr John Trowbridge
Member, Australian Prudential Regulation Authority (APRA)

Since the middle of last year, many financial institutions have fallen into bankruptcy
in the United States and Europe, and this financial crisis has spread globally.

Mr Kenji Matsuo
Chairman, The Life Insurance Association of Japan

We are definitely not alone in facing challenges. In fact, the challenges we face
originate overwhelmingly from outside our borders. Still, to address them, we will
need prudence, discipline, and a steely-eyed focus on the things that matter to
Canadians.

Mr Jim Flaherty
Minister of Finance, Government of Canada




