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From the Publisher

iteracy levels are low in India and even

among the most literate, awareness

about the financial markets is
abysmally low. Within the financial sector,
insurance suffered considerable neglect. The
reasons for this are not far to seek.
Historically insurance has not been given its
due; and it has always been treated as a tool
that one would resort to if there is no escape.
While the field of education has seen
tremendous changes in alignment with the
various developments taking place globally,
insurance has never been put on the
priorities of either collegiate or university
education. As a result, whatever insurance
education was available was picked up on
the job.

For a system to flourish, it is not just the
professionals who are on the job that are
required to be educated. The key to effective
market growth and discipline lies in
consumer education. Informed and
educated consumers are often the most
effective means of enabling sustained
market growth. There has been a marked
improvement in the field of insurance

education in the post-liberalized scenario. It
is gratifying to note that several universities
have started courses in insurance, at least
on an elective basis. This augurs well for the
future of insurance growth in the country.
Further, in the environment that has been
created subsequent to the opening up of
the insurance sector, the players in the
industry are expected to create additional
markets by enhancing the level of risk
awareness amongst the uninsured public,
thereby spreading both the message and the
associated benefits of insurance across a
wider cross section of people.

'Insurance Education and Awareness' is the
focus of this issue of the Journal. To ensure
that the industry functions effectively,
monitoring and supervision of the insurance
companies is essential. ‘Monitoring and
Supervision of Insurers' would be the focus
of the next issue of the Journal.

C.S. Rao
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from the editor

Achieving Higher Growth —
Through Education

n terms of visible growth, India has been making tremendous progress over the last several years;

and this growth level is most likely to be sustained, if not consolidated further. One should admit

that one of the prime factors for such a growth is the revolution that we achieved in the area of
Information Technology; and the IT enabled services. There still remain a few grey areas where this
upsurge is not being matched on an even keel. For example, financial literacy is one area in which India
needs to make giant strides of progress. While we have achieved great milestones generally in the field of
academics, one has to admit that financial literacy, which is so vital for wealth creation and wealth
management; has eluded the better part of the educated elite of the nation. Within this, however, domains
like banking and capital markets are better placed; and when it comes to insurance, the level of awareness
among the populace is dismally low. It is perhaps the one factor that would sufficiently explain the poor
penetration of insurance in the country.

The growth that has been observed in insurance business over the last few years in a resurgent economy
has far exceeded all estimations. However, most of this growth was observed in certain classes of insurance
- like the Unit Linked business in the case of life insurance. This trend once again indicates that the
growth may have been concentrated in some urban pockets, apart from the fact that it is not strictly risk-
driven. For insurance to make a consistent growth, the spread has to be geographically universal besides
the main component being risk coverage. The poor levels of understanding the benefits of insurance can
be quoted to be main factor for such a skewed growth. While affordability is still paraded as a very strong
reason for insurance remaining out of the reach of a section of the population, it is the lack of awareness
which is a very strong factor for the poor levels of penetration. No other factor can sufficiently explain
the lukewarm response that an initiative like UHIS received. Although consistent growth levels are being
accomplished, year on year; a major chunk of the insurable population still remains uninsured or grossly
under-insured.

Insurance education has not been at the forefront of priorities, either for schools or universities; and it
has been a very recent trend that several institutes are offering insurance as one of the courses in their
curriculum. India being a predominantly rural-based country, these developments must be seen beyond
the realm of classrooms. Mere formal education is not going to set right the above imbalances. The values
of insurance must be inculcated into the rural folk through a medium that is close to their ways of life.
Only then can we really make a mark in insurance penetration; and claim to have made real progress.

‘Insurance Education and Awareness’ is the focus of this issue of the Journal. Mr. Trevor Bull sets the ball
rolling with his article in which he narrates the success of more developed markets through properly
educating the field force. In the next article, Mr. G.R.K. Murthy explains the need for taking a re-look at
higher education itself, and within that insurance education; if India were to achieve greater success. Mr.
K.C. Mishra narrates the priorities for an educational institution in promoting insurance, in his article
‘Insurance Education - Business Opportunity vs. Sustained Growth’. ‘The role of the distributor is immense
if the message is to be rightly delivered’ opines Mr. G. Prabhakara in the next article. Mr. Arup Chatterjee
laments about the advantages being certainly tilted towards the urban consumer for which he feels lack
of proper education among the rural folk is a prime factor. In the end, we have an article by Mr. D.V.S.
Ramesh, in which he writes that providing better services to the client would be the main objective for an
insurer; and for that he feels continuous education of all the personnel involved is absolutely necessary.

In a market that is evolving, the priorities for a player would be to achieve maximum business growth. But
whether this enhancement is being done within the rules of the game is a matter of prime importance for
a supervisor. ‘Monitoring and Supervision’ will be the focus of the next issue of the Journal.

U. Jawaharlal
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Card:LIFE

First Year Premium of Life Insurers for the Period Ended May 2007

Sl Insurer Premium u/w (Rs. in Crores) No. of Policies / Schemes No. of lives covered under Group
No.
MAY, 07 Up to MAY, 07 Up to MAY, 06 MMAY, 07 Up to MAY, 07 Up to MAY, 06 MMAY, 07 Up o MAY, 07 Up to MAY, 06

1 |Bajaj Allianz

Individual Single Premium 26.72 34.57 201.71 5482 8290 7175

Individual Non-Single Premium 253.99 369.06 171.51 203086 297389 102575

Group Single Premium 0.79 141 0.60 0 0 0 688 1216 266

Group Non-Single Premium 2.73 3.43 1.7 25 44 26 17266 96001 66446
2 |ING Vysya

Individual Single Premium 0.94 2.60 8.92 89 194 549

Individual Non-Single Premium 36.28 56.24 56.56 19376 32962 25157

Group Single Premium 0.85 0.85 1.08 0 0 0 168 168 256

Group Non-Single Premium 0.59 0.73 0.45 2 2 9 14987 23708 3195
3 |Reliance Life

Individual Single Premium 7.63 10.36 31.37 1469 2288 4673

Individual Non-Single Premium 51.89 80.00 51.82 29461 54542 27976

Group Single Premium 5.81 6.88 0.46 3 7 6 1972 7351 5216

Group Non-Single Premium 0.98 2.34 1.13 20 45 28 38772 68373 35447
4 |SBI Life

Individual Single Premium 43.55 69.99 25.46 6407 10114 1980

Individual Non-Single Premium 91.65 143.53 70.48 33030 51690 18150

Group Single Premium 16.58 25.85 2237 0 0 1 8678 14337 14341

Group Non-Single Premium 27.54 3027 33.12 5 6 72 35926 51899 122230
5 |Tata AIG

Individual Single Premium 1.55 3.18 1.26 204 451 0

Individual Non-Single Premium 42.52 81.80 69.77 34545 67206 55210

Group Single Premium 6.10 .17 6.12 0 0 0 38798 72320 18398

Group Non-Single Premium 240 4.36 224 2 7 29 16859 34062 27615
6 |HDFC Standard

Individual Single Premium 8.56 13.98 20.57 10087 12167 5421

Individual Non-Single Premium 124.02 180.94 99.93 39991 62676 27590

Group Single Premium 1.65 3.26 10.01 8 12 20 2919 16866 35460

Group Non-Single Premium 17.86 24.52 10.51 6 9 3 2124 12803 1049
7 [1CICI Prudential

Individual Single Premium 29.52 50.38 45.95 4681 8052 7818

Individual Non-Single Premium 282.51 45173 307.35 145603 261716 159942

Group Single Premium 9.09 46.75 11.87 20 41 47 53024 55910 44081

Group Non-Single Premium 39.97 83.66 73.07 47 122 80 87151 127925 57967
8 [Birla Sunlife

Individual Single Premium 3.20 4.67 3.74 4138 6179 1303

Individual Non-Single Premium 4571 69.65 60.75 21406 32844 20325

Group Single Premium 0.17 0.41 1.94 1 2 0 276 473 1140

Group Non-Single Premium 7.08 9.88 21.00 4 8 15 902 6846 11212
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Aviva

Individual Single Premium
Individual Non-Single Premium
Group Single Premium

Group Non-Single Premium

Kotak Mahindra Old Mutual
IIndividual Single Premium
Individual Non-Single Premium
Group Single Premium

Group Non-Single Premium

Max New York

Individual Single Premium
Individual Non-Single Premium
Group Single Premium

Group Non-Single Premium

Met Life

Individual Single Premium
Individual Non-Single Premium
Group Single Premium

Group Non-Single Premium

Sahara Life

Individual Single Premium
Individual Non-Single Premium
Group Single Premium

Group Non-Single Premium

Shriram Life

Individual Single Premium
Individual Non-Single Premium
Group Single Premium

Group Non-Single Premium

Bharti Axa Life

Individual Single Premium
Individual Non-Single Premium
Group Single Premium

Group Non-Single Premium

Private Total

Individual Single Premium
Individual Non-Single Premium
Group Single Premium

Group Non-Single Premium

LIC

Individual Single Premium
Individual Non-Single Premium
Group Single Premium

Group Non-Single Premium

Grand Total

Individual Single Premium
Individual Non-Single Premium
Group Single Premium

Group Non-Single Premium

1.41
49.92
0.39
1.31

1.65
35.99
1.35
2.19

16.58
69.20
0.00
1.64

272
30.95
1.08
0.00

1.49
3.25
0.00
0.00

8.14
12.57
0.00
0.00

0.04
1.53
0.00
0.00

153.72
1131.97
43.88
104.29

826.79
1509.59
5719.17
0.00

980.51
2641.56
623.05
104.29

3.26
83.60
071
4.07

2.74
58.14
2.12
451

28.53
125.78
0.00
2.16

3.20
48.61
1.93
0.00

2.02
4.46
0.00
0.00

9.54
15.71
0.00
0.00

0.04
2.24
0.00
0.00

239.06
1771.50
101.34
169.93

1320.35
2759.88
969.64
0.00

1559.41
4531.38
1070.98

169.93

372
71.19
0.37
8.43

6.18
33.59
0.43
9.80

0.08
87.52
0.00
1.05

0.73
23.07
0.00
2.78

1.55
0.19
0.00
0.00

0.00
3.72
0.00
0.00

351.23
1114.08
55.25
165.29

2198.55
1333.90
650.60
0.00

2549.78
2447.98
705.84
165.29

36435
637040
35

166

230860
1865910
1368

0

267295
2502950
1403
166

53319
1039857
72

393

376187
3309588
2047

0

429506
4349445
2119
393

244
29115

18

812
10768

24

30508
555976
75

376

388127
1605699
1838

0

418635
2161675
1913
376

150
31741

5977
17341

14632

6387

119037
277101

2239589
0

2358626
277101

242
60357

12182
65720

44129

36152

nmri
591823

2419311
0

2636528
591823

262
43422

2325
17218

6023

0
151717

121745
543541

905855
0

1027600
543541

Note: 1. Cumulative premium upto the month is net of cancellations which may occur during the free look period.
2. Compiled on the basis of data submitted by the Insurance companies
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in the air

CIRCULAR

14 May 2007

To
All the Insurers

Guidelines on Advertisement, Promotion & Publicity of Insurance
Companies, and insurance intermediaries.

The success of sales communication depends on public
confidence and the faith they repose in the insurance companies,
when they receive a communication from them promoting their
products. As such the insurers are expected to adopt honest
and fair practices in the market-place and avoid practices that
tend to impair the confidence of the public. As it is very difficult
for the public to understand and evaluate the latent intricacies
involved in the various insurance products, it is of paramount
importance that the publicity material is relevant, fair and
transparent enabling informed decision making about whether
or not to buy a specific insurance product. The verbal
communication that the prospects receive from their advisors
can be supplemented by the written material that is made
available to them.

These guidelines issued with the above background are intended
to protect the interests of the insuring public, enhance their
level of confidence on the nature of sales material used and
ultimately encourage fair business practices. They are to be
considered as the minimum standards to be adhered to, in
addition to compliance with the IRDA (Insurance Advertisements
and Disclosure) Regulations, 2000 (hereinafter referred to as
'‘Advertisement Regulations’) and the code of conduct prescribed
by the Advertisement Standards Council of India (ASCI) and any
other regulations as applicable. These guidelines reinforce the
extant regulations on all promotional communications with
policyholders/prospective policyholders or targeted market
segment with the objective of soliciting insurance business
or otherwise.

2.Categories of Advertisements:

For the purpose of these guidelines an advertisement may be
classified into two types:

2.1 |Institutional Advertisements
2.2 Insurance Advertisements

2.1. Institutional advertisement: This is the advertisement
of any nature which is not, either directly or indirectly,
intended to solicit the insurance business, but only
promotes the brand image of the insurance companies
and/or its intermediaries and may contain the registered
name, address, toll-free number, logo or trademark
thereof. Advertisements issued in any mode including
those that highlight sponsorships fall under this category.

Any inclusion of product names or information about the
products, performance of the companies or their funds,

Circular No. 007/IRDA/CIR/ADV/MAY-07

or the information about the product launches constitute
insurance advertisements as defined in para 2.2 below.

2.2. Insurance advertisement: Any advertisement issued with
the specific purpose of soliciting insurance business,
and / or to influence the choice, opinion or behavior of
the prospective policyholders will fall under this category.
Advertisement, for this purpose, means Insurance
Advertisement as defined in 'advertisement regulations'
and is classified as under:

2.2.1 "Invitation to Inquire”: This is an advertisement
which highlights the basic features of insurance/
insurance products issued through recognised
marketing media in any mode to create a desire
to inquire further about them.

"Invitation to Contract”: This is an advertisement

containing the detailed information regarding

the insurance/insurance products mainly to
induce the public to purchase, increase, modify,
reinstate or retain a policy.

2.2.2

3. Guidelines on Advertisements:

3.1. These Guidelines are to be complied with by:
e All the insurers (life insurers, non-life insurers and
health insurers)
e The insurance intermediaries

3.2. Coverage: These guidelines apply to advertisements,
issued through all recognised marketing media, in any
mode including printed material, radio, television, e-
mails, hosting on the Internet and any other audio/visual
electronic media.

3.3. General Requirements:

3.3.1. Dos": All insurance advertisements (as indicated

in para 2.2 above) should ensure that:

3.3.1.1. Communications are clear, fair and not
misleading whatever be the mode of
communication. They should use
material and design (including paper
size, colour, font type and font size,
tone and volume) to present the
information legibly and in an accessible
manner.

3.3.1.2. Sales material and advertisements are
comprehensible in the light of the
complexity of the product being sold.

3.3.1.3. Brand names of the product as proposed
in the File and Use application are
adhered to.

3.3.1.4.When issued in vernacular languages,
the mandatory disclosures are also in
the same vernacular language.
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3.3.2.

Don'ts
3.3.2.1.

3.3.2.2.

The design, content or format shall not
disguise, obscure or diminish the
significance of any statement, warning
or other matter which an advertisement
should contain as required by these
guidelines.

Use or denigrate names, logos, brand
names, distinguishing marks, symbols
etc., which may be similar to those
already used by others in the market
that may lead to confusion in the market
place.

3.4. Specific Requirements for an "Invitation to Contract”
(Refer para 2.2.2):

3.4.1.

juy 2007

Dos': Advertisements should ensure that:

3.4.1.1.

3.4.1.2.

3.4.1.3.

3.4.1.4.

3.4.1.5.

Any expression of opinion of the insurer
is a fair and honest representation.

Any statement of fact, promise or
projection discloses all the relevant
assumptions; and indicates in a clear
and prominent way significant
limitations / criteria on which any
special offers are available.

Where attention is drawn to insurer's
past financial performance it should
indicate that the past performance is
not an indication of future performance.

The contents should necessarily include:

a. The nature of the insurance contract
(i.e., whether traditional/unit
linked) and the type of the product
(i.e., its uniqueness or otherwise,
whether annuity, pension, health or
whole life, home owners’, shop
keepers policies and any combination
thereof, etc.,);

b. The risks involved; the limitations
and exclusions of the contract;

c. Illustrations which indicate the exact
costs and charges; reasonable
projections of benefits; and full
disclosures of the basis and sources
of information (e.g., disclose date of
NAV);

d. The commitment of the insurer and
the policy holder under the contract
(e.g. the minimum amount to be
invested; minimum and/or maximum
sum assured; lock-in period; the
reasonable safety norms to be
adopted in case of non-life insurance
products etc.,)

Where illustrations are provided, they

should adhere to the guidelines issued,
if any, by the Authority or the Council.

3.4.2. Don'ts: The advertisements should not:

3.4.2.1 Highlight the potential benefits of an
insurance contract without giving a fair
indication of the risks.

3.4.2.2 Draw attention to favorable tax
treatment without stating that they are
subject to changes in the tax laws.

3.4.2.3 Highlight the positive financial condition
of the parent (or promoting partner)
company without mentioning the
financial condition of the insurer and/
or indicate that the assets of parent
company can be banked upon when
desired.

3.4.2.4 Disclose benefits partially without
disclosing the corresponding
limitations/ conditions/ implications.

3.4.2.5 Indicate that acceptance of risk and/or
settlement of claims are liberal and
generous without an intent to do so.

3.4.2.6 Use ambiguous words or phrases which
are likely to exaggerate the underlying
benefits of the policies or plans and/or
capable of limiting the actual exclusions
or the limitations of the underlying
benefits of the plan.

3.4.2.7 Denigrate or Damage the reputation of
the competitor or the industry.

3.5. Mandatory disclosure in ‘invitation to inquire': Every
advertisement in the nature of ‘invitation to inquire’
should disclose the following statement "For more details
on risk factors, terms and conditions please read sales
brochure carefully before concluding a sale".

3.6. Advertising through the Internet and other electronic
media: Provisions applicable to published advertisements
apply equally to advertising through electronic media
i.e., advertisements through a telephonic interactive
mode or on the internet.

3.6.1. Internet:

3.6.1.1.In case of communications on/through
internet an insurer should ensure that
the recipients/viewers have the
opportunity to view the full text of the
relevant key features; terms and
conditions; any other applicable risk
information required by these guidelines
and they shall not be hidden away in
the body of the text. It shall be easily
obtained, before any application form



is offered. In case of e-mail
communications there should be a
provision to unsubscribe from the
mailing list.

3.6.1.2. Text, graphics, hyperlinks and sound
should be entirely consistent with all the
requirements specified in these
guidelines.

3.6.1.3. Insurers should take an undertaking from
the prospective policyholders that they
have read the entire text, features,
disclosures, terms and conditions, etc.,
while applying for insurance on-line.

3.6.1.4. Mandatory provision of a helpline or help
number to further provide all
information that a policyholder would
reasonably expect.

3.6.1.5. Insurers should provide hard copy of the
necessary information on request.

3.6.2. Telephonic Interactive Mode:

3.6.2.1. Promotional activities through Cold-calls
shall be preferably by a licensed
intermediary. In case it is done by other
than licensed intermediary,
responsibility of compliance with
advertisement regulations and the
guidelines vests with the insurer/
intermediary that has outsourced this
activity.

3.6.2.2.The telephone caller shall take
necessary steps to ensure that they do
not intrude into the privacy of the
receiver. They should disclose their
identity and proceed to converse only
after permission.

3.6.2.3.A reference on the access to full
information about the available
products and the importance of financial
need analysis along with the contact
phone numbers which can provide such
information shall be placed before
closing the call.

3.6.2.4. Every insurer shall facilitate an access
to 'do not call registry’ with the contact
numbers of the persons who wish not to
be contacted, which should be referred
to, before every call.

3.7. Joint Sale Advertisements (JS):

Any insurance advertisement brought out jointly by an
insurer either with its corporate agent or with a micro-
insurance agent would fall under this category. These
could relate to promotional activities where the logo/
trademark/trade names of the participating parties are
displayed jointly.

in the air

3.7.1. Joint sale advertisements in the nature of
insurance advertisements (as defined in para 2.2
above) can be released only after obtaining prior
approval from the Authority. Every application
for approval shall carry a certificate from the
Appointed Actuary that it presents the same
features of the product as cleared under File

and Use.

3.7.2. The contents of these guidelines will apply in
mutatis mutandis to all the JS advertisements,
as applicable. These guidelines supercede the
circular IRDA/ADVT/2004 dated 6th December
2004 regarding "Products Co-branded with

Corporate Agents/Brokers".

4.Branding with Third parties: (Third parties for this purpose
shall mean any individual/association/entity other than
insurance intermediary)

4.1

Can be used on any advertisement of insurance company/
intermediary only when it does not urge the prospect or
a policyholder to purchase, renew, increase, retain or
modify a policy of insurance.

4.2 An exemption is however, given to insurance schemes

sponsored/subsidized by Central/State government (s)
in which case branding is permissible in any category of
advertisements.

4.3 The onus vests with the insurer as to the compliance

requirements of 'advertisement regulations’ and the
guidelines issued from time to time, in such cases.

5.Rating/Ranking/Awards:

5.1. Any claim of rating/award should be based only on those

5.2.

5.3.

declared by entities which are independent of the
insurance company and its affiliates. Insurance company
and its affiliates should not however, procure services
from such independent entities so as to get a rating/
award.

Source of such rating/award is to be disclosed
conspicuously and legibly in such advertisements.

No claim of ranking by an insurance company, as regards
its position in the insurance market, based on any criteria
(like premium income or number of policies or branches
or claims settlements etc.,) is permissible in any of the
advertisements.

6. Mandatory disclosure as specified by 'advertisement
regulations' and applicable guidelines as may be specified
from time to time should be clear, conspicuous and legible
and should find at least 10% of the total space utilized for
the advertisement in print/visual mode with a minimum
print equivalent to font Times New Roman' No. 7. In case
of audio mode, these disclosures should be spelt for at least
10% of the total time slot of the advertisement.

7. Al the advertisements should carry a unique identifiable
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reference number as maintained in the advertising register
in accordance with regulation 3 (v) (a) of the regulations.

8. Where material is filed with the Authority in accordance
with the ‘advertisement regulations’, in other than English/
Hindi language, true translation of the same in English/
Hindi duly certified by an Authorised officer of the insurer,
is to be enclosed.

9. Advertisements filed in accordance with Regulation 3(v) of
the 'advertisement regulations should be filed within 30
days of its release.

10. In Unit linked business, advertisements should also adhere
to the advertisement norms prescribed in circular no: 032/
IRDA/Actl/Dec-2005 dated 21st December, 2005.

11. These guidelines come into force from 1st July 2007. Those
advertisements inconsistent with the provisions of these
guidelines should be withdrawn within 2 months of the
guidelines coming into force.

(C.S. Rao)
Chairman

CIRCULAR

11 May 2007

CIRCULAR NO: 008/IRDA/Actl/ULIP_G/May-2007

LIFE INSURANCE PRODUCTS-Guidelines for Unit Linked Life Insurance Products

This has reference to the Guidelines for Unit Linked Life
Insurance Products CIRCULAR NO: 032/IRDA/Actl/Dec-2005
Dated: 21/12/05 and 010/IRDA/Actl/May-2006 Dated: 26/05/
06 issued by the Authority. In this connection, the Authority has
examined various representations received from the Life
insurance companies and Life Insurance council. Clarifications
on the above references are given in the enclosure (Annexure)

Annexure

for guidance. This circular will come into force with immediate
effect, except item no: 7 which will come into effect from June
01, 2007.

(R. Kannan)
Member (Actuary)

Encl: Annexure

Relevant part of

S.No the circular no 032/IRDA/Actl/

Dec-2005 dt.21/12/05

Description

Clarifications

1 Free-look period-Not related to the
circular, but related to the unit
linked contracts

2 Age admission- Not related to the
circular, but related to the unit
linked contracts

3 Para 1 of PART-I

4 Para 5 of PART-|

Though this is not related to the above said
guidelines, it is observed that the amount to
be refunded if the policy is surrendered during
the free look period is interpreted in different
ways.

At the time of age admission (at a later stage),
if the age of the policyholder is found to be
not acceptable as per the product
specifications, the contract becomes null and
void.

When the customers’ insurance needs are
reduced the Unit Linked products do not offer
the option to reduce the cover. This option
becomes more valuable as the age advances.

The above said guidelines appear to be silent
on payment of a benefit on death or surrender,
if the policyholder lapses the policy at any
point of time in the first three years. Whether

During the free-look period, the policyholder
shall be entitled to an amount which should
at least be equal to non-allocated premium
plus charges levied by cancellation of units
plus fund value at the date of cancellation
less expenses as stated in the IRDA (Protection
Of Policyholders’ Interests) Regulations 2000,
if the policyholder returns the policy stating
the reasons for his/her objection.

At the time of age admission, if the age of
the policyholder is found to be not acceptable
as per the product specifications, the
policyholder shall be entitled to at least
refund of surrender value.

Reduction in sum assured shall be allowed
provided, at least the minimum sum assured
condition as per the above circular shall be
maintained at all times during the contract
term.

Where premiums are discontinued during the
first three years, the policyholder shall be
entitled to:
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Relevant part of
the circular no 032/IRDA/Actl/
Dec-2005 dt.21/12/05

Description

Clarifications

5 Para 5 of PART-|

6 Para 9 of PART-|

it is allowed to offer products without any
benefit payable on death and surrender, if
policyholder lapses the policy at any point of
time in the first three years.

On revival of unit linked contracts-whether all
the due premiums have to be collected at the
time of revival?

Whether partial withdrawals and switches are
allowed during the settlement period.

(i) a Death benefit which shall be at least
equal to the fund value, if death occurs in
the first three years

(ii) A Surrender value at least from second
year onwards which shall become payable
only at the end of three years or at the
end of the revival period whichever is
later.

Basically as the contract has come to an end
on maturity, partial withdrawals and switches

7 Para 10.6 of PART-|
Asset Value

Uniform cut-off timings for applicability of Net

do not have any relevance. As such, these are
not allowed

The uniform cut-off timings for applicability
of Net Asset Value in respect of allocations
and redemptions shall be 3p.m.

CANCELLATION OF BROKER LICENSE

14 May 2007

IRDA/DB-047/02

CANCELLATION OF BROKER LICENSE NO 208.

WHEREAS, M/S. Crystal Gold Insurance Brokers Ltd., (hereinafter
referred to as the 'Broker’) having its Registered Office at A/
102, Krishna Building, Shantivan, Opp: Sona Cinema, Borivali
(East), Mumbai-400 066 has been granted license by the Authority
to act as a Direct Broker vide License No. 208 on 29th day of
August, 2003 pursuant to the provisions of the IRDA (Insurance
Brokers) Regulations, 2002.

WHEREAS, vide its letter dated 17.01.2007, the Broker expressed
that it will not apply for renewal of the license and requested
the Authority to permit it to surrender the license granted.

WHEREAS, the Broker vide its letter dated 09.04.2007 submitted
the original license No.208 for cancellation.

NOW THEREFORE, pursuant to the request made by the Broker
for voluntary surrender of the direct broking license, the
Authority hereby cancels the Direct Broker License No. 208
granted to M/S. Crystal Gold Insurance Brokers Ltd., with
immediate effect.

(K.K.Srinivasan)
Member

CIRCULAR

Date 21-05-2007

Ref: 011/IRDA/CIR/BRO/MAY-07

Re: Insertion of word "Insurance Broker/Brokers/ Broking™ in the Name of Company

The Authority has decided that all Broking Companies should
have the word Insurance Broker'/ “Insurance Brokers'/
“Insurance Broking®™ in the name of every Insurance Broking
Company to reflect its line of activity and to enable the public
to differentiate IRDA licensed insurance brokers from other non
licensed insurance related entities such as consultants, risk
managers etc.

Therefore, all the licensed insurance brokers not meeting the
above requirement are advised to file an application with

Registrar of Companies for inserting the word "Insurance
Broker '/ “Insurance Brokers '/ "Insurance Broking" in their name
and submit proof of filing an application to us. The certificate
of incorporation on name change approved by ROC shall be
submitted along with original license for effecting the
name change.

(Suresh Mathur)
Joint Director
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NOTICE

23 May 2007

IRDA/DB-222/03

CANCELLATION OF BROKER LICENSE NO 242.

WHEREAS, M/S. K.S. Insurance Broking Pvt. Ltd., (hereinafter
referred to as the 'Broker') having its Registered Office at New
No. 15, Venkatraman Street, R.A. Puram, Chennai- 600 028 has
been granted license by the Authority to act as a Direct Broker
[General Insurance] vide License No. 242 on 19th day of January,
2004 pursuant to the provisions of the IRDA (Insurance Brokers)
Regulations, 2002.

WHEREAS, vide its letter dated 30.11.2006, the Broker expressed
that it will not apply for renewal of the license and requested
the Authority to permit it to surrender the license granted.

WHEREAS, the Broker has also undertaken to service the existing
clients whose policies are in force for a period of six months as

required under Regulation 40 of the IRDA (Insurance Brokers)
Regulations, 2002.

WHEREAS, the Broker vide its letter dated 07.05.2007 submitted
the original license No.242 for cancellation.

NOW THEREFORE, pursuant to the request made by the Broker
for voluntary surrender of the Direct Broking [General Insurance]
License, the Authority hereby cancels the Direct Broker License
No. 242 granted to M/S. K.S. Insurance Broking Pvt. Ltd., with
immediate effect.

(K.K.Srinivasan)
Member

CIRCULAR

04/07/07

CIRCULAR NO: 021/IRDA/ACTL/FUP/VER 1.0/ JULY 2007

FILE & USE PROCEDURE FOR RIDERS
GENERAL INSTRUCTIONS TO LIFE INSURERS

—_

. These instructions are for submitting the application form
to riders which are to be attached to specific base/main
products.

2. Life Insurers must use appropriate forms for riders. “Form
IRDA-Life-Rider” shall be the application form for riders
which are to be attached to a specific product (s) which
could be either Linked or Non-Linked. The same form has to
be used for group riders too until specified by the Authority.

3. If a life insurer wishes to offer rider(s) along with a basic
life insurance product:

i. Insurer must furnish the information in respect of each
rider separately using the Form IRDA-Life-Rider.

ii. If a rider which was earlier cleared, subsequently being
attached to another base product,

a. This fact has to be reflected in the F & U Application
form for the base product in items no 8.10 in respect
of non-linked products and in item no 8.12 in respect
of linked products (the insurer shall mention that the
product will have the specified riders along with the
unique identification number alloted by the Authority
and the dates of clearance / modification clearance)
and

b. item nos 12 (j) & (k) and item no 13 of Form IRDA-
Life-Rider for the combined (base product plus rider)
profit margin figures have to be furnished.

4. Unless the rider is cleared by the Authority, it should not be
attached to any of the base products.

5. The Form IRDA- Life-Rider has to be used:-

i. whenever a rider is first filed with the Authority and
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attached to life insurer’s product for the first time;

ii. whenever a rider is modified (already attached to a
product); this form should be used for modification of
the existing rider. Only the items relevant to the proposed
modification has to be filled in_and all the other items
should reflect “NO CHANGE from the ealier filing”.

iii. whenever arider is further added to second or subsequent
product, the relevant portions [3 (ii) (b)] of the said
form has to be furnished.

6. All items in the Forms with the relevant details must be
furnished.

N

Insurer should furnish together NOT piecemeal the Forms
along with the necessary enclosures: (1) Specimen Policy
Endorsement for the rider, (2) Specimen Sales Literature/
illustrations_for the rider, (3) Questionare form forming
part of the main product proposal form. and the (4)
Statement of Financial Projections, otherwise the
application would not be considered.

8. Insurers must not alter the riders in any manner subsequent
to clearance under the File & Use procedure without
concurrence of the Authority. If an insurer wishes to modify
an existing rider which is already in use in the market, then
it is required to comply with ‘File & Use’ procedure afresh,
depending upon the nature of modification.

9. If an insurer wishes to withdraw an existing rider in the
market, it may do so. But it must inform the Authority giving
reasons for withdrawal, within 7 days from the date of
withdrawal.

10.If an insurer does not receive any query (either formal or



informal ) from the Authority within 30 days from the date
of receipt of the application form at the Authority, it may
attach the rider to the stated product in the market after
the expiry of 30 days from the said date of receipt of the
application form at the Authority. If the insurer receives
any query with regard to the rider filed either formally in
writing or informally from the Authority, it should not offer
for sale in the market unless and untill the queries are
clarified to the Authority and a specific clearance and an
unique indentification number is provided by the Authority.

11. If an insurer does not launch the rider within a reasonable
period from the date of clearance (say 3 months ), it will be
required to comply with ‘File & Use’ procedure afresh.
Clearence will need revalidation from the said date.

12. Insurers should note that no change in name of rider is
permitted once cleared and a unique identification number
is allotted by the Authority, and the name of rider along
with the unique identificaiton number must appear in all
relevant documents as given in Section A item no 3 of the
file and use application.

Form IRDA-Life-Rider

Notes:

(1) Please read the instructions carefully before the form is
filled in.

(2) Sections A, C & E are compulsary for all filings.

(3) Sections B & D are required only at the first filing of the
rider and subsequently for modifications of sections B & D.

File and Use Application for Rider.
Section A:

1. Name of Life Insurer: [give the name of Insurer alongwith
Registration No.alloted by IRDA]

2. Name of Appointed Actuary: [Give the name of Appointed
Actuary certifiying this rider. Please note that his
appointment should be in force as on the date of this
application.]

3. Brand Name of rider (market name): [Give the name of

5. Rider details:
5.1 (i) Is the Rider filed for the first time? Yes /No

in the air

13. The Appointed Actuary must initial on all the pages of the
Application Form and the enclosures thereto.

14. The insurer shall furnsih the premium rates and a facility of
a premium calculator in their web-site.

15. The insurer shall also furnish the name of the software used
in the matter of designing and filing the products/riders
(for instance the software can be AXIS, PROPHET). If the
insurer is using his own software, this should be informed to
IRDA. This is for the information of the Authority only.

16. This circular comes into effect from today onwards (i.e. 04/
07/07). Regarding the riders which are offered by companies
as of today, there is no need to file their features in the new
format with the Authority. However, if any modification is
proposed, then the new format must be used. Those riders
filed with the Authority for which approval is in the process,
they need not file the features in the new format.

(R. Kannan)
Member (Actuary)

the rider which will be printed in Sales Literature and
known in the market. This name should not be changed
afterwards. This name shall appear in all returns etc. which
would be submitted to IRDA.]

4. Date of introduction /modification / withdrawal of the

rider (proposed in case of new riders; actual date in case
of existing rider): [ In case of new riders_being launched
for the first time in the market, give the date (however
the date cannot be within 30 days from date of this
application) from which Insurer wants to market. In case of
existing riders, the actual date from which rider was
launched in the market, and also the proposed date from
which modifictions would apply . In case the Insurer wishes
to withdraw the existing rider from the market, the date
of withdrawal along with reasons for such withdrawal must
be furnished under this item. In such withdrawal cases, the
first 4 items, and item 19 only need to be filled in]

If yes, furnish the name of the Product (s) to which it is to be attached?[give the names_& unique identification number of the
main/base products (which are already cleared or for which the application is pending for clearance. If the application for such

product is pending for clearance, please indicate specifically):

S.No Name of the product

UIN Date of clearance
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5.1 (ii) If no, give the following details:-

(a) Date of first filing of the rider:

(b) Nameé& unique identification number of the Product(s) to which the rider was attached/removed from the

date of clearance in the table below:

Table: | Furnish the information in respect of products to which this rider is attached in tabular form:-

Date of filing
of the rider as an
attachment to the

main product

Name & unique
identification number
of the Product to which
the rider is attached

S No

Date on which the rider

attachment is removed
from the product, if any.
Date of intimation to the

Authority also to be furnished

Date of clearance of the
attachemnt of the rider to
the product

5.2 Whether the rider features/assumptions have been modified from the date of clearance? Yes/No
(i) If Yes, Please give the information of all the modifications carried out till date in tabular form:-

Table_ll History of modifications carried out till date:

Features/Assumpitons as
on date of clearance of the
rider i.e. before the
proposed modification

Date of

S No modification

Features/Assumptions
modified from the first/
subsequent filing i.e. after
the clearance of the
modification

Date of clearance of the
modification from the
Authority and the unique
identification number
allotted

5.2 (ii)If No, (i.e. if the rider or any of the rider features/ assumptions/documents etc have not undergone any change

since inception):

Table-1ll Please give the proposed changes in tabular form (where the modification proposed is for the first time):-

Features/Assumpitons as on date

S No of clearance of the rider

Features/Assumptions proposed
to be modified from the first filing

5.3 If the existing rider features/assumptions/documents etc have modified for at least once from the date of clearance

of the rider:

Table-1V Please furnish the proposed changes along with the other details in the table furnished below_(where the modification

of the rider was cleared at least once):-

Date of modification

S No of the exisitng rider

Features/Assumpitons as
on date of clearance of the
modification of the rider

Proposed Features /
Assumptions to be modified

14
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Section B:

6.

Terms and Conditions
[All the items should be filled in properly and carefully.
No item must be left blank.]

6.1

6.2.

Whether the rider is offered to: [Tick the
appropriate boxes]

a) [Males] / [Females] / [Both]

b) [Smokers]/[Non Smokers]/ [All]

¢) [Individuals] / [Groups] / [All]

d) [Standard Lives] / [All types of Lives -
including impaired lives]

e) [Specific geographic locations in India]/
[All geographic locations in India]

[if specific geographic locations, specify the
locations.]

f) [Urban population]/ [Rural population]/
[All]

g) [Targeted Section]/ [Socially weaker sections]
/[Any other] /[All]

h) market for:
limited period: [if so give here the number of

months/years]: /unlimted period.

State:[All the items to be filled in without ommitting
any one.]

6.3

in the air

a) Minimum rider Sum Assured/Benefit Amount. :
Rs. [ ] in 000’s

b) Maximum rider Sum Assured/ Benefit Amount
p.a.:Rs. [ ] in 000’s

¢) Minimum/ Maximum Premium : Rs .[ ]

/[ 1

[State the premium charged indicating the mode
of payment of premium as well as the coverage
amount]

d) Minimum Entry Age: [
next birthday

] last /nearest /

e) Maximum Entry Age: [
next birthday

] last /nearest /

f)  Maximum Maturity Age: [
next birthday

] last /nearest /

g) Terms allowed: [ ] years

h) Premium paying terms allowed [ ] years

i)  Any other parameter specific to the rider (like
waiting period, survival period, group sizes
etc):

Specify whether terms and conditions include: [If

there is restriction, the same should be furnished.]

a) [restriction on travel outside India] / [No
restrictions on travel]

b) [restriction on future occupation] / [No
restrictions on future occupation]

7. General Description of the Rider. [This section should describe the various contingencies under which the benfits would be
payable and how these would be determined. It should be made clear that rider benefit is available only when the base/
main product is in force for the full/ contracted sum assured]

[Model table]
Events How and when Benefits are payable Size of such benefits/policy monies
Accidental Payable on death due to accident on or Sum Assured
Death before the end of the policy term
Disability Payable on disability due to accident 10% of Sum Assured
due to before the end of the policy term
accident
Critical Payable on affliction with Cl on or Sum Assured
illness before the end of the policy term
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8. Features.

8.1 Category of Rider: Category of rider such as par/non-
par, linked/non-linked, health/non-health etc-This is
the same as that of the main product to which the
rider is attached. (Insurer to note this.)

8.2 Non-forfeiture benefits (cash surrender value, paid-
up value, automatic premium loans, etc.) (Please

see section 113 of the Insurance Act,1938):

8.3 Options available under the rider. (e.g. to increase
or decrease benefits) [This section should specify the
various options available under the product.The
charges , if any,towards the cost of the option should

be specified. ]

8.4 Modes of premiums permitted and the charges
applied for different modes of payment premiums
and quantum of sum assured, if any. [ Specify here
modes allowed, such as SPAP, HP,QPMP, FP; charges
applied for the selection of each mode, which might
or might not depend upon the size of the policy :

FP=fortnightly premium ]

8.5 Scales of commissions/remuneration payable to the

agents/insurance intermediaries.

[This section should specify the scales of commissions
/remuneration payable to all the distribution channels
explicitly like for agenst, brokers etc.The Section -40(B)
of the insurance Act,1938 and the IRDA regulations
should be referred to for ascertaining the various limits
on commssions/remunerations payable to different
distribution channels ]

8.6 Any other features that may be relevant for the
rider.

. Treatment of Different Classes for the purpose of
underwriting. [This section should discuss how the different
segments of the population will be dealt with for the
purpose of underwriting (to the extent they are relevant
and a brief detail of procedure adopted for assessment of
various risk classes may be given.) | e.gq.

a) Males and females.

b) Smokers / non-smokers

c) Limitations on entry ages
d) Sub-standard lives.

e) Non-medical limits for individuals/Free cover limits
for groups:

f) Any other classifications that may be relevant to
the rider (such as group of lives)

10. General Policy Provisions.

a) Suicide Claim provisions. [The amount of claim
payment,if any. to be made on suicide should be
speicified here.The suicide exclusion provision should

11.

be clearly spelt out here.]
b) Exclusions, if any (e.g. occupational hazard ,travel)

c) General approach to be used for revivals or
reinstatements..

Reinsurance. [This section should describe the reinsurance
arrangements. The retention limit should be indicated. The
name of the reinsurer and the terms of reinsurance
(reinsurance premium rates, commissions,type of
reinsurance etc.). Any recapture provisions should be
described. Please enclose a copy of the reinsurance program
and a copy of the Treaty, if not filed with the Authority.]

FINANCIAL PROJECTIONS
12. Pricing Assumptions.

The pricing assumptions will
depend on the nature of rider. Give details of the
following (Also, give the actuarial formulae, if any, used;
if not, state how premiums are arrived at, separately):

a) Rate of mortality [The tables used must be prescribed
one. Please get in touch with Actuarial Society of India. ]

b) Rates of morbidity [The tables used must be prescribed
one, if any. Please get in touch with Actuarial Society
of India .]

c) Rates of terminations. [The rates used must be in
accordance with insurer’s experience, if such
experience is not available, this can be from the
industry/reinsurer’s experience.]

d) Rate of interest. [The rate or rates must be consistent
with the investment policy of the insurer.]

e) Commission scales (split according to distribution
channels). [Give rates of commission. These are
explicit items.]

f) Expenses: Split into:- [Expense assumptions must be
company specific. If such experience is not available,
the Appointed Actuary might consider industry
experience or make reasonable assumptions. ]

I)  First year expenses by : sum assured related,
premium related, per policy related

I) Renewal expenses (including overhead
expenses) by : sum assured related, premium

related, per policy related
lll) Claim expenses

(The expenses should include a provision for
future inflationary increases)

g) Average sum assured, if any, assumed for pricing:

h) Allowance for transfers to shareholder, if any:
[Please see section 49 of the Insurance Act, 1938]

i) Taxation. [Please see the relevant sections of the
Income Tax Act, 1961]
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Section C:

13.

Jj)  Profit margins. [The profit margins should be shown
for various model points for base,optimistic and
pessimistic scenarios in a tabular format, as in item
13 below. The definition of profit margin should also
be given, i.e. the present value of net profits to the
present value of premiums. Profit margin has to be
furnished for (a) main product (as_mentioned in the
filing for the main product); (b) for rider; and (c) for
main product and rider combined. The assumpiton with
regard to the proportion of riders attached to the new
business volumes expected for base product should also
be given. For e.g. in base sceneario, the proporation
of rider contracts assumed to be attached to the new
business volumes of the base product may be for e.g.
about 60-70%, and in case of optimistic: 70-90%; and
in case of pessimistic: 30-50%]

k) Volume of new business (By distribution channels, give
expected premium income for the next 5 vyears for
the base product_and base product along with the rider
as well as rider separately, and give the proportion of
rider premium income as per cent of main product
premium income. )

[)  Anyother parameter assumed relevant for the rider.

m) Assumptions made for calculating the reseve:

Results of Financial Projections. [The financial projections
should show the following, for each model point_(age, sum
assured and term combination). The insurer should indicate
the model points such as entry ages 20, 30, 40, 50, 60; sum
assured minimum sum assured, average sum assured and
the maximum sum assured (a higher sum assured where no
maximum sumassured is desired) and terms, say 10, 20, 30,
depending upon the product]

a) New business strain in each of the projection years
for the next 5 years (for the rider alone and the
base product along with the rider).

b) ROI on the product (ROI :Return on Investment ) (or
profit margin, giving basis) [The definition of the
return of investment and how it has been calculated
should be furnished.]

c) Profit test conducted/ Sensitivity Analysis, if any :
[The assumptions and results of such an analysis should
be furnished in a tabular format for each scenario.with
the basis for calculations clearly spelt out, like risk
discount rate etc. |

Section D:

14. Proposal Form and Sales Literature:

14.1 Proposal form: [only the relevant provision/questions

in the air

for the rider made in the proposal form to be
highlighted and furnished]

14.2 Sales Literature: This is the literature which is to be
used by the various distribution channels for selling
the produc in the market. This should enumerate all
the salient features of the product alongwith the
exclusions applicable for the basic benefits._Sales
literature along with a sample benefit illustration
should be furnished.]

15. Policy Endorsement for the rider [insurance contract].:
[Enclose a specimen copy of the policy endorsementof the
rider to be attached to the base product.]

16. Rider Premium Tables: [Enclose a copy of the premium
table to be used by the distribution channels. Please write
the name of the website (of the insurer) on which the
premium rates along with the premium calculator would
be made available. See the General Instructions.]

Section E:

17. Certification. The Insurer shall enclose a certificate from
the Appointed Actuary, countersigned by the principal
officer of the insurer, as per specimen given below:
(The language of this should not be altered at all)

“ 1, (name of the appointed actuary), the appointed
actuary of the life insurer: (name), hereby solemnly declare
that the information furnished above is true and certify
that, in my opinion, the premium rates, advantages, terms
and conditions of the rider (market name of the rider)
*being attached/ *already attach to the product: (market
name of the base product), *which is a new insurance rider
to be launched in the market/*which is an existing rider
but being *modified/ *withdrawn now, * are workable and
sound, the assumptions are reasonable and premium rates
are fair.”

*=strike off whichever is not applicable

Name and Signature of the Appointed Actuary.
Place
Date:

Counter Signature of the principal officer along with name,
and Company'’s seal.
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Insurance Training and Development

‘THROUGH EDUCATION OF
THE INDUSTRY’S FIELD
FORCE, THE INDUSTRY IS
RAISING PUBLIC
AWARENESS AND

® EDUCATING THE
POPULATION ON THE MANY
BENEFITS OF INSURANCE
AND RISK MANAGEMENT’
OPINES

TREVOR BULL.

e Indian economy has witnessed

a rapid expansion over the past

decade having its roots in the
introduction of economic liberalization of
the early 1990s. The population’s
standard of living has been raised and the
insurance industry has played a significant
and important role in this process of
wealth accumulation. Today the
insurance industry is widely recognized
as an integral part of the financial
services sector, but there is still room to
grow. In a population of 1.3 billion
people, the number of lives insured is only
about 15%.

With a large population and a relatively
untapped market, insurance is a big
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MovING INDIA FORWARD

opportunity in India. According to IRDA
annual report, the insurance business
measured by first year premium grew at
48% in 2005-06, surpassing growth of 32%
2004-05. The market penetration of
insurance is low at less than 3% of GDP
and vast sections of the population are
either uninsured or inadequately insured.
Experts generally regard low market
penetration as a result of a low level of
awareness among consumers of the
benefits insurance can provide.

Currently, the insurance industry is
working hard to improve awareness of the
benefits of its products. Both the industry
and the IRDA are looking to improve
insurance literacy, in general, through
sustained efforts in public education and
industry training. The IRDA has mandated
a rigorous new agent training requirement
and most companies have a
comprehensive training program for
agents and employees. Media wise, it is
not uncommon to open a newspaper or
financial publication and see an article
explaining the benefits of insurance. The
financial networks on TV or Radio

regularly interview industry executives on

the advantages of certain strategies and
products. But the biggest effort aimed
at improving public awareness and
insurance literacy has been mounted
internally by the industry itself. Through
education of the industry’s field force,
the industry is raising public awareness
and educating the population on the many
benefits of insurance and risk
management.

Improving Insurance Literacy

Insurance literacy is the ability to
analyze, communicate, and manage
personal risk factors that affect material
well being. It includes the ability to
discern protection and savings choices,
discuss insurance and related financial
issues without discomfort, plan for the
future, and respond competently to life
events that may affect one’s financial
situation. In mature insurance markets
around the world, a strong commitment
to industry education has led to a highly
professional workforce and a population
that is educated on the benefits of
insurance. Without question, the Indian
situation requires that the industry
develop a high level of literacy among its

In mature insurance markets around the world, a strong

commitment to industry education has led to a highly

professional workforce and a population that is educated

on the benefits of insurance.




professional Agents and Managers and in
doing so, transfer education to the
population at large.

Current initiatives within the industry are
largely implemented independently by
each company. The primary goal is to
impart insurance literacy by educating
existing or potential employees with
knowledge and skills. As per regulation,
insurance agent licenses are issued only
to applicants who complete specified pre-
licensing courses and pass the IRDA
examination. The 100 hrs course covers
the rudiments of insurance, claims, policy
protection and an exhaustive background
study on the insurance industry. Later,
most licensed agents are trained by the
insurer on the company’s products, sales
processes, application forms,
underwriting and servicing the customer.
Most insurers value their employees and
agents and they remain committed
to developing a highly professional
workforce.

To accomplish the education and training
of employees and agents, most insurance
companies have a highly organized
training and development program.
These internal training programs may
cover IRDA regulations and the strategies
used to protect against risk. For example,
a comprehensive training program is
mandatory for agents and managers at
Tata AIG Life. After completing the 100
hrs IRDA training, newly licensed agents
are placed in a mandatory 90 day training
program. The program covers the
fundamental knowledge and skills needed
to become a professional agent. During
the program, Trainers and Managers are
equally responsible for a new agent’s
development and much of the curriculum
is designed to develop positive habits that
form the basis of success. By following a
structured sales process, it is believed
that new agents will learn the importance
of needs-based selling and recommending
an appropriate product. Once the 90 day

program is completed, advanced sales
courses and Management development
courses are available for agents meeting
the qualification criteria. It also regularly
reviews and updates the Training Road
Map to meet the needs of both the
company and it agents.

Similarly, other companies too have
rigorous training programs for its agents
and managers. The majority of foreign
companies use curriculum developed for
use in other countries and then adapt the
material to the local Indian market.
Insurance industry best practices and
company sales practices form the basis
of the curriculum and most companies
rely on the combination of regional and
local support when modifying the
materials. When developing new agents,
many of the training programs focus on
the Knowledge-Attitude-Skills-Habits
formula. When combined with Product
training, this approach provides a new
agent with an excellent opportunity to
achieve success in the insurance business.

It is important to note, however, that a
key factor in the effectiveness of any
company training program is the
monitoring of results before and after
training. It’s long been an industry adage
that “what gets measured gets done”.
And as part of the learning process, many
companies have found that they must
monitor sales results before training and
then monitor the implementation of
training and sales results post training to
maximize effectiveness.

Professional Development

While product training is also a key part
of the new agent curriculum, there is a
need for agent education on retirement
planning, the consequences of debt-based
consumerism, advanced methods to
protect assets and human life value.
Coverage for hospitalization expenses,
natural and industrial catastrophes,
increasing life expectancy, and the
growing number of new home owners are
areas requiring a new public awareness.
The choices for consumers are on the
increase and individuals need to be
educated on the basics of establishing
financial and insurance goals in the
context of their incomes and expenses.
The fast-changing nature and growing
needs of the public provides both an
opportunity and a responsibility for
professional development.

Insurers are now placing greater emphasis
on continuing professional education as
the diversity of financial products
increases. It is important for insurance
agents to keep up to date on changes in
tax laws, government benefits programs,
and other State and Central Government
regulations. Agents can enhance their
selling skills and broaden their knowledge
of insurance and other financial services
by taking courses at colleges and
universities and by attending institutes,
conferences, and seminars sponsored by
insurance organizations. Many companies
require Agents to complete a specified
number of hours of continuing education
to retain their contract.

Insurance industry best practices and company sales

practices form the basis of the curriculum and most

companies rely on the combination of regional and local

support when modifying the materials.
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To provide quality service, an insurance advisor needs to

provide a wide array of advice for the consumer. From tax

planning to investments, an insurance advisor needs to

offer competent, professional advice.

Most insurance companies expect their
employees to take continuing education
courses to improve their professionalism
and their knowledge of the industry. They
encourage their employees to enroll for
various insurance related professional
courses from domestic or international
institutes. Presently, there are several
institutes imparting insurance education
in the Indian domain. These institutes aim
at imparting the best of insurance
education which augurs well for the
Indian insurance industry.

More than an Agent

Rapid changes and reforms in the
financial sector have changed buying
behavior. Consumers are becoming more
informed and there are many options
available when choosing a service or
product. To provide quality service, an
insurance advisor needs to provide a wide
array of advice for the consumer. From
tax planning to investments, an insurance
advisor needs to offer competent,
professional advice. The Financial
Planner’s job is to then develop a strategy
for the client to build their wealth and
protect it, to work towards achieving
their goals, to identify their financial
issues, risks and make recommendations
about suitable investments and
insurances. It is a blueprint for handling
risk management, cash flow, and
investments.

Many insurers support Agent career
development  through industry
professional designation programs that
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certify one’s expertise in specialties such
as life, health, general insurance, and
Financial Planning. To become qualified
Financial Planner, a candidate has to sit
for the Certified Financial Planner (CFP)
Certification Program conducted by
Financial Planning Standard Board (FPSB),
India. A candidate can become an
Associate Financial Planner (AFP) by
completing two out of six CFP modules.
It is one of the greatest motivators to
keep an employee happy and engaged.
Apart from CFP & AFP Certification, many
insurers have introduced international
courses like LOMA or LIMRA for its
employees and performing agents.

The Life Office Management Association
(LOMA) is one of the world’s most
recognized and reputable professional
education institutions with more than a
hundred courses available in life
insurance, financial services, annuities,
management, reinsurance, compliance,
underwriting, customer service, and
more. LOMA’s Fellow, Life Management
Institute (FLMI) Program is the global
standard of professional education in
insurance and financial services for Home
Office professionals. Self-study courses
provide a comprehensive business
education in the context of the insurance
and financial services industry.

The Life Insurance Market Research
Association (LIMRA) is one of the global
industry’s best known organizations aimed
at supporting and enhancing the
marketing function of life insurance

companies through research. LIMRA
certificate programs are available for
Agents and Managers and the National
Quality Award (NQA) recognizes
excellence in persistent business. Many
LIMRA programs use industry experts and
proven systems to develop professionals.
The Management Development Program
and Agency Management Training Course
are management training courses that
feature industry experts from North
America, Europe and Asia.

Other resources are available from groups
like the International General Agents and
Managers Association (GAMA
International) and the Education
Resources Group. These organizations
provide a highly professional curriculum
for Agency Managers based on proven
systems and processes. In the future, look
for these resources to be made available
through web casts and other technology
based delivery methods.

Going forward, the need for educated
insurance professionals will never
diminish. The domestic insurance industry
requires more insurance professionals,
and hence there is a need to promote
insurance education in India on a large
scale. Asindividuals and companies alike
take initiative for their development, the
public awareness of risk protection and
the benefits of insurance will improve and
India will profit.

The author is Managing Director, Tata AlG Life
Insurance Company Ltd.



Insurance Literacy In India

A CRITIQUE

‘INSURANCE EDUCATION IN
INDIA NEEDS A REJIG; AND
THE EARLIER, THE BETTER’
SAYS GRK MURTY. HE

® FURTHER STATES THAT
THERE IS ACUTE NEED FOR
A PARADIGM SHIFT IN OUR
HIGHER EDUCATION

SYSTEM ITSELF.

lobalization has emerged as a

reality. It has helped realize the

benefits of free trade, and thus
comparative advantage and the division
of labor. It has enhanced efficiency and
productivity®. It is also subtly leading
towards increased interdependence
among countries on a number of
dimensions that are pretty divergent -
growing integration of the world’s
economies; speedy connection almost
with no barriers; a growing connection
between all the segments of society; and
increase in the speed at which ideas and
people are moving around the world.

Amidst these emerging realities, we have
embarked on transforming our regulated
economy into an open market economy
by launching reforms - both economic and
financial - essentially to wriggle out of
the Balance of Payments crisis of 1991. It
is also hoped that the resultant ‘growth’
from the reforms will create jobs that
‘pull up’ the poor into gainful

employment by providing more economic
opportunities, revenue with which the
government can build more schools, more
health facilities for the poor, incentives
that enable the poor to access these
facilities, and also opportunities for
the advancement of the progressive
social agenda.?

As a part of these reforms, the
Government has in 2001 thrown open the
insurance market, much like pulling down
the Berlin wall, for private investment -
both foreign and domestic. As a result,
many private insurance companies have
sprung up - both in life and non-life
segment - most of them as joint ventures
with equity participation from global
insurance players. Today there are as
many as 15 life and 8 non-life corporates
functioning from the private sector. Ever
since private sector participation has
become a reality, the insurance market
has witnessed an average growth rate of
25% plus as against the earlier rate of
10-15%.

The opening up of insurance sector for
private participation/global players has
generated stiff competition among the
players, with each offering better quality
products. This has certainly offered the
consumer the choice to buy a product that
best fits his or her requirements. In the
process, the expectations of consumer
have also gone up: he is expecting value
added services in terms of excellence in
product price and service, financial
security, quality, after-sales service,
review of terms and conditions as
frequently as desired, simplification of
claim procedures, etc.?

Growing economy: Impact on
Insurance Industry

The Indian economy is in the midst of an
unprecedented growth spurt. Its GDP is
currently growing at the rate of 9% plus.
Such a growth in economy is sure to
increase business volumes of insurance
companies for, “the level of a country’s
income has been found to be the most
important factor in explaining the level

1 Edward S. Herman, The Threat of Globalization, April 1999, http://www.globalpolicy.org/globaliz/define/

hermantk.htm

2 Jagdish Bhagwati, “Growth Poverty and Reforms”, A Decade of Economic Reforms in India (2002) Academic

Foundation, New Delhi.

3 GRK Murty (2002) Insurance Education In India: A Prospective View. Asia Insurance Review, February 2002.

The opening up of insurance sector for private

participation/global players has generated stiff

competition among the players, with each offering

better quality products.
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of national insurance consumption. The
higher a country’s income, the other
things being equal, the more it spends
on all types of insurance. Also, at the
microeconomic level, the higher a
household’s income, the greater would be
the insurance consumption. Thus, for
India with some 200 million citizens
believed to be in the middle to upper
income range, insurance demand should
be strong, based on this factor”(Harold
Skipper).# The changes are already
visible: insurance penetration - premium
as a percentage of GDP - has increased
from 2.32% in 2000 to 2.88% in 2003.
Likewise insurance density - as per capita
premium - too has gone up from Rs 435.89
in 2000 to Rs 722.09 in 2003°.

The prosperity and progress of an
economy even in such an “enabling
environment” is largely dependent on the
social norms and institutions of a country.
The citizens’ attitude towards work, their
level of mutual trust, standards of ethics
and social norms form the foundation for
economic activity and prosperity of the
society. It is only when individuals
maximize their own selfish utility, the
economy as a whole can sustain its growth
rate. This becomes feasible only when the
market can supply ‘efficient’ work-force.
We therefore need to assemble a large
pool of science, technology, and
managerial talent. This calls for excellent
educational system. And insurance is no
exception to this requirement. In fact,
with privatization and the emerging
convergence in markets, both in terms
of finance and technology; insurance
companies are looking for competent
managers to handle their business that
involves a typical amalgamation of
soliciting business from the young and
highly demanding work force of the new
economy, managing the so acquired ‘risk’
using the ever-changing, globally tested
risk management practices, and
complying with stiff regulatory demands,
while, of course, striving for profits.

The citizens’ attitude towards work, their level of mutual
trust, standards of ethics and social norms form the

foundation for economic activity and prosperity of the
society.

Ground realities

As against this growing demand for skilled
work-force, the supply position is not that
encouraging. Mckinsey Global Institute is
of the opinion that 18.3 million jobs in
services could have been shifted to low-
cost countries. It also predicts that by
2008, 160 million jobs in services are
likely to be performed away from the
customer. According to Nasscom-McKinsey
Study, 2005, if we maintain the current
global leadership level in IT and BPO
industries, our off-shoring industries
could, by 2010, well become one of the
worlds great export industries on par with
France’s luxury goods industry or Japan’s
automotive sector. But to maintain the
growth momentum, the report says that
“India will need a 2.3 million strong IT
and BPO workforce by 2010”.

Interestingly, we have another advantage:
the median age of our people is just over
24 years, and by 2025, it is likely touch
29 years compared to 48 years in Japan,
45 years in West Europe, and 37 years in
China and the US. It means several tens
of thousands of global jobs are likely to
move to India. But the same Nasscom-
McKinsey Study, 2005 report warns that
India will encounter a potential shortage
of skilled workers in the next decade or
so. According to the report, only 25% of
technical graduates and 10% to 15% of
general college graduates were suitable
for employment in the offshore IT and BPO
industries respectively. To stay in the
lead, the report states that India needs
to improve the quality and skills of its

workforce. It recommends the
establishment of focused-education zones
to improve the quality of higher
education, deregulate higher education,
and shift to a largely demand-based
funding system for colleges and
universities.

That aside, a recent KPMG report titled
‘Global Skills for Graduates in Financial
Services’® says that 58 percent of Indian
financial services organizations are facing
difficulties in recruiting the right people
with the right set of skills. The report also
states that the graduates are coming out
of universities “with inspiring theoretical
knowledge.” But what the financial
companies are looking for is business soft
skills such as: team work, communication,
client relationship management,
customer services, business awareness,
problem solving and achievement
orientation skills that are essential for
financial services companies to operate
in today’s global competition. As
customers are becoming more and more
demanding, retention of their loyalty has
become a big challenge for financial
services providers, including insurance
companies; and that is where the relative
importance of ‘soft skills’ has increased.

The net result is: acute shortage of skilled
work-force for the financial services
companies that are today contributing 7%
plus to the country’s GDP, which is likely
to increase further. This obviously calls
for a paradigm shift in our higher
education system, that too, a fast paced one.

4 As quoted - GRK Murty, Banks Foray into Insurance: Adaptation Challenges. The ICFAI Journal of APPLIED FINANCE. Vol.7, No.3, (July 2001)
5 8th international conference on insurance: Indian insurance sector: Acheivements and Prospects, Address by Shri CS Rao, Chairman, IRDA, October 15-16, 2003,

New Delhi.
6 Business Standard, June 6, 2007.
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Higher Education in India:
Current Status

Although there is growth in the
infrastructure under higher education,
which is rated to be the second largest in
the world (after the US), it hardly covers
7 percent of the population and is lower
than even that of developing countries
such as Indonesia (11 percent), Brazil (12
percent), and Thailand (19 percent)
(Source:UGC Annual Report 2000-01). In
qualitative terms, it is depicting a still
agonizing scenario: “There are serious
complaints at all levels about the lack of
responsiveness in the system. Academic
activities are at low ebb and the academic
calendar itself gets seriously disrupted
almost every year. The system of higher
education continues to encourage
memorization of facts and regurgitation
rather than creativity. While the results
in higher education are clearly
determined by the foundation laid in
school education, we cannot wait for the
ills of school education to be remedied
before bringing in meaningful
improvements in higher education. We
cannot ignore the fact that we do not
have many colleges today which can pride
themselves of imparting under-graduate
education of the higher quality,
comparable to some of the well known
institutions in the world” (Ramamurti
committee report, 1990). The findings of
this report, though old, still hold good and
for that matter the current situation may
be worse than what has been described
in the report. The current plight of our
university system is well described, by
Andre Beteille who laments that “our
universities are simply functioning as a
degree giving institutions concentrating
on conducting examinations rather than
becoming a system that transmits,
generates and interprets knowledge.”

Need for
Participation
As against the deteriorating standards in
higher education, the Ministry of Finance
opined in its paper on government

Public-Private

issue focus

As customers are becoming more and more demanding,
retention of their loyalty has become a big challenge for

financial services providers, including insurance

companies; and that is where the relative importance of

‘soft skills’ has increased.

subsidies (1997) that higher education is
a ‘non-merit’ good based on the reasoning
that higher education benefited
individuals more than the society. The
Birla Ambani report submitted to the
Prime Minister too suggested that
government subsidies to higher education
should be minimal and the funds thus
saved should be invested in expanding
facilities at the primary and secondary
stages of education. All this means poor
growth in fresh investments on higher
education except for the Central
government’s proposed investment
towards the creation of Institutes of
Excellence at the national level.

In the light of these facts, there is an
urgent need for public - private
partnership in higher education. The
autonomous setup of universities in the
US that are surviving on private income,
such as fees, endowments and
investments, is an example of how private
investment can be channelized into
higher education. Institutes such as
Gokhale Institute of Politics and
Economics, Manipal Academy of
Education, The Icfai University,” Symbiosis
Institute of Management, Narsee Monjee
Institute of Management and Higher
Studies, etc have already made their
presence felt by offering programmes that
satisfy the needs of the industry -
particularly financial services providers.
The need of the hour is encouraging the
entry of many such private institutes to
take to the cause of the growing needs of
higher education and also encourage
universities- both private and government

- to design new courses as the evolving
market forces demand; and also redesign
their existing courses to align them
with the job-markets by granting
academic freedom.
Academic Freedom to
Universities

If our youth has to acquire and enjoy a
unique competitive advantage in the
global job market, we should not cripple
the universities, be they private or public,
with bureaucratic procedures. They must
be allowed to capitalize on the market
opportunities by granting them freedom
to redesign their courses or design new
courses with least time lag so as to
produce ‘employable’ graduates from
time to time.

They must also be given freedom to
recruit faculty from a cross cultural
system to obviate in-breeding in faculty
and thereby generate cross-fertilization
that can result in innovative teaching
styles. Here, it would be interesting to
look at the observations of the recently
appointed Oversight Committee of
Reservation for OBCs in lITs & IIMs

(2005): “One key issue in faculty
recruitment is the need for cross-
fertilization of ideas in institutions of
higher learning. All the great universities
of the world have an inflexible policy of
recruiting only alumni of other
universities into the faculty. In India too,
in earlier decades, faculty was from
diverse backgrounds and drawn from
other universities and states in large
measure. But over the past three decades

7 GRK Murty & N Rajsekhar - Globalization and Challenges to Higher Education, University News, Vol. 42, No.52
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or so, increasingly faculty is drawn largely
from among the alumni of the same
university. Such academic incest is leading
to a stultifying atmosphere of limited
intellectual interaction and undermining
fresh thinking, new ideas and innovative
research. As part of the effort to
rejuvenate our universities, we need to
adopt the global best practices
in recruitment”.

To address the growing perception that a
substantial section of graduates leaving
the universities are not aware of the
business environment and that they do
not have essential business skills,
institutes, on their part, must maintain
active contact with industry and work in
collaboration with them to bridge the gap
between their requirements and the
current curriculum The faculty by
constantly interacting with industry and
by acting on the feedback emanating from
such dialogue, can generate best
symbiotic and synergistic results.

Way Forward

Moving from the macro view of higher
education and the need for its
improvement to the micro view of
institutes engaged in teaching insurance,
the following action program may be
suggested:

» As the financial services companies are
looking for soft skills - exclusively for
team  work, communications,
negotiation, client relationships
management, customer services,
business awareness, problem solving
and achievement orientation; institutes
engaged in offering insurance
programme must draft, besides the
regular credits relating to domain
knowledge, a suitable curriculum and
offer it for a minimum of two credits,
starting from the first semester for its
effective imparting.

» The teaching of quality and the quality
of a teaching often overlap and cannot
be easily differentiated. According to
Ronal Barnett, the central philosophy
of higher education must essentially
aim at turning out students with right
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Institutes must engage in upgrading the skills of the

existing teachers by equipping them with tools of positive

thinking, effective communication, leadership and coping

with stress and self development.

experience, learning and achievement
rather than focusing on institutional
performance in terms of IT efficiency,
economy, research ratings and student
out put. Teachers have to therefore
pursue ‘beyond teaching strategies’.
This can be achieved by encouraging
students for independent learning,
which is only possible through the case
study method of teaching, particularly
in disciplines such as insurance, finance
and human resources management.

Institutes must engage in upgrading the
skills of the existing teachers by
equipping them with tools of positive
thinking, effective communication,
leadership and coping with stress and
self development. It is only then that
they can take the concept of ‘beyond
teaching strategies’ to their logical end.

To impart authentic learning
experience, educational institutions
must place their students on summer
internship at the corporates of such of
industries, which the students are likely
to join ultimately.

Today, the faculty quality is emerging
as the biggest challenge for real
learning to take place. And the obvious
culprit here is teacher’s emoluments.
The current levels of payments do not
make teaching an attractive
proposition, particularly in the
professions of insurance, finance, risk
management, etc. The obvious need is
to make them competitive.

There is also a fear that many institutes
do not provide a conducive atmosphere
for the faculty to deliver quality
intellectual out put. There is no
‘incentive’ for performance. As a

result, the main stakeholders of the
system - students - are destined to live
with mediocre teachers, recruited at
times even for nonacademic
considerations. Corrections must be
made wherever warranted.

Institutes must allocate time and grades
to students in order to encourage them
to undertake social work to better the
lives of the less-endowed in the society,
so that such interactions would build a
right mindset at the right age among
the youth for cultivating the concept
of ‘social inclusiveness’, besides
eliminating acrimony between the
‘haves’ and the ‘have-nots’. This shall
also help them in establishing
relationships with their future
customers with confidence and ease.

Conclusion

There is a strong feeling in the market
that growth in insurance business is likely
to be impaired by: one, capital; and two,
shortage of work force with right set of
skills. While there is an increasing clamor
for relaxation in FDI norms to offset the
first obstacle, the insurers are beholden
to the educators to offset the second.
Insurance educators must therefore strive
to build long-term relationships with
financial companies and offer in
conjunction with them a mix of
professional training to their existing
employees, their agency force, besides
offering the industry well-trained
graduates who are ready to hit the ground
running and contribute to the growth of
the business.

The author is Managing Editor, The ICFA/
University Press.



Insurance Education

BuUsINESs OPPORTUNITY VS. SUSTAINED GROWTH

‘INSURANCE IS A SUBJECT
MATTER OF SOLICITATION
AND THE ENVIRONMENT
REQUIRES A HIGH LEVEL OF
BILATERAL ACADEMICS,
CONTINUOUS
PROFESSIONAL EDUCATION
OF PROVIDER
CONSTITUENTS AND
AWARENESS
EMPOWERMENT
EDUCATION OF
CONSUMERS’ INSISTS

K.C. MISHRA.

f capitalism is the most influential

single economic and social force of

recent times, there is no better guide
to understanding its power and
complexity than academic umpires as the
practitioners have obvious personal
agenda to perpetuate. | think insurance
is the most penetrating instrument of
capitalism for its power of protection at
the tip; contractual savings and wealth

management as two well defined cutting
edges. Insurers see things which

others don’t.

Once a participant of my programme said
“21st century is going to be the century
of insurers,” and | agreed. The reason is
that innovation and entrepreneurship are
flowering all over the world in
unprecedented fashion, not only in now
but

everywhere except those areas that

well-publicized BRIC cases,

foolishly continue to reject creative
destruction. The word “globalization” is
accurate enough, but if anything it
understates the case, in part because of
the information revolution worked out by
the cyber world. This situation makes
management harder and more challenging
than it’s ever been before. As a student
of management, | don’t say that lightly.
When ethos of time propels the economy
in trajectory defined by innovation,
entrepreneurship, creative destruction
and cyber world; the economy has to
protect its historical tangible and
intangible assets as also productive
wealth of the time through specialist risk

managers and their backward value chain,
the producers of insurance. This is my
source of agreement in favour of an
insurers’ century.

What insurance is, how and why it has
worked well in some places and not others
are among the most important questions
that regulators and people have faced.
This has been true for about three
hundred years, and seldom more so than
in the present and the recent past. Recall
the turbulent transition from the last
decade of the twentieth century to the
initial one of the twenty-first. Insurance
has to be assimilated by a society in rapid
transition or rather transformation.
Education is a non-threatening process for
such assimilation and as much a capacity
parameter as capital.

A steep rise in living standards would seem
to be a prize of supreme value for any
society. Yet capital market has a dreadful
reputation for robbing the poor to profit
the rich, and it has never achieved what
most people regard as a fair distribution
of its bounties. In some countries it still

What insurance is, how and why it has worked well in some

places and not others are among the most important

questions that regulators and people have faced.
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High-performance learning organizations among insurers

leverage the right blend of technologies to deliver high-

impact learning experiences at the lowest possible cost.

represents a curse to be resisted and

overcome. Even its fortunate
beneficiaries in rich countries often have
a guilty feeling that capital market is an
unworthy pursuit, something to be
accepted but not celebrated. These words
are not different from the loud voice of
Schumpeter, the late lamented Harvard
Professor and his admirers. But insurance
neutralizes such pungency of capital
market provided the country creates
situation for high mass consumption of
insurance. Insurance is a subject matter
Such
environment requires high level of
bilateral academics,
professional education of provider

constituents

of solicitation. solicitation

continuous
and

awareness
empowerment education of consumers.

Given the pressure confronting insurers’
workforces, transformation of a
company’s manpower resources is
critical. Manpower transformation
programmes that lead to improved and
sustainable business performance are
achievable. With proven methods and
approaches, a number of leading
companies have been able to transform
the performance of their business-critical
workforces by focusing on a few
questions. Do they have the sourcing and
staffing capabilities to find the best
people from the right pool of potential
recruits and then deploy them optimally?
Do their people have the right skills and
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knowledge to execute their strategy? Are
their workers properly and continually
aligned with strategy? The answer to all
these questions is insurance academics.
Insurance education at entry-level
answers the first question. Insurance
training at post-practice stage answers
the second question.
Continuous Professional Development
(CPD) at performing level answers the
third question.

Insurance

Performance begins with identification of
choices. Every choice requires its own
competence backed by skill sets. Linking
the choices and competences to
meaningfulness of action is the route to
destination of performance. But visibility
of growth is the dynamic destination of
performance. Achieving high performance
in the insurance industry, business success
that can survive the ebbs and flows of
shorter-term economic cycles depends on
a transformation of a company’s
manpower resources.

Successful insurers have manpower
strategies designed so that the right
people equipped with the right
capabilities are in place to effectively
execute the business strategy. One of the
biggest changes in the insurance learning
and training field today is an intensified
demand that learning investments be
planned and executed based on their
impact on the business. High performers

focus on several common goals, including
linking learning to business impact and
leveraging the right mix of technologies.
High performance learning organizations
are more likely to have their future
funding and growth tied to their ability
to measure success. The business impact
of learning means managing the learning
function with more rigour; not as a cost
center, but as any other business function
that must justify its investment levels
according to efficiency and return. High-
performance learning organizations
among insurers leverage the right blend
of technologies to deliver high-impact
learning experiences at the lowest
possible cost.

If insurers are to meet their most
important competitive challenges today,
they have to fight off competition coming
from new players and successfully
execute a growth strategy. They must
increase the energy and focus with which
they address the workforce capabilities
necessary to succeed. Achieving high
performance in insurance today requires
a highly engaged, skilled and productive
workforce, the right people, with the
right skills, doing the right things to
contribute to the long-term success of
the business.

Insurers should all be strategists; they
know how important strategy is. But |
think the intensity with which high-
performance insurers develop and pursue
their strategies is distinctive. For them,
strategy is not only a matter of describing
what they are trying to do, it is also a
way of committing their employees
to getting things done. And it is a path
to competition. These employees
enjoy competing.

Evidence suggests that productive



competition improves performance. The
winners in competitive insurers have more
finely honed functional skills, and they
do things faster. Their employees
personalize competition.

If you are not part of all this, it’s hard to
figure out what’s going on. These
employees committed to

understanding and having their company

are

understand what their competitors can
do, what they can do themselves, how
the training is evolving, and how they can
exploit changes to their own advantage,
and to the detriment of their competitors.

Look at mandatory insurance training. It
started off in a situation where the
regulator dictated all arrangements;
despite the market being deregulated.
Most of the training organizations viewed
this as a major opportunity to do business
- not innovate learning for domain
excellence. But the high-performance
training organizations saw things
differently; it saw an opportunity. It spent
time with faculty, understanding their
needs; it spent time with participants,
understanding their needs; and it saw that
when the regulatory mandating would be
dismantled, something had to be put in
its place. And it saw what was needed:
revenue guarantees in financing
arrangements with fee for service, take
guarantees for faculty and space
and

guarantees for participants,

somebody to stand between them. So it
stepped
arrangements to replace the old

in and set up financial

structure. In effect, it rebuilt the fabric
of the insurance management school.

Many competitors still haven’t caught on.
The insurance school is now providing a
family of services at enormous guarantee
reserve. It can do this precisely because
it saw an opportunity where others saw
only business. It thought about what it
was good at, what its competitors were
good at, what it wanted to do, and where
it ought to go. It organized its structures,
economics, and technologies to form a
system that would deliver value to
participants more effectively than ever
before. Insurance schools like these are
not playing with words when they call it
mature growth. They are figuring out how
to take advantage of their markets in
ways that make sense and create
opportunities. They are not kidding
themselves when they set plans for
double-digit growth in output despite
maintaining quality.

Finally, let me finish with the insurance
training ballad of a participant. “The
value of the insurance training, | think
the greatest opportunity it provided me
was the chance to work with other people
in a safe lab environment. | thought the
program did an exceptional job at
assigning, what seemed like random

Insurance schools like these are not playing with words

when they call it mature growth. They are figuring out how

to take advantage of their markets in ways that make

sense and create opportunities.

issue focus

groups of people to work together in
creative exercises in insurance
technicalities as study teams and
obviously for our field days to come. |
think the greatest contribution to my
professional development was the team-
based learning. And the program itself
was taught on a team basis where the
faculty members were co-teaching. So |
would learn one subject from different
dimensions. We would learn a marketing
case, for example but have a faculty well-
versed in law in the room while we were
talking about marketing issues and they
would bring into the picture, legal aspects
of that. Or an organizational behavior
expert would talk about the ramifications
of making process changes. So | think
what the insurance training did for me
was really provide that holistic view of
insurance business and again threw us into
the fire basically of having to get things
done as a group. We were graded in many
cases as a group and you live or die by
the decisions you make and your ability
to manage those relationships and that’s
true obviously now especially; not unlike
what | learned a little bit dealing with a
partner but on a much bigger scale
because we had to really delegate and
trust each other to get work done and
make sure that we were doing the job.
We learnt ground rules and code of ethics
(GRACE) in an environment of ‘go to hell
but give me my numbers.’ We learnt in
insurance more is not necessarily better
but better is better. Insurance is a game
of large numbers but best of the number
is money and ultimately money speaks.”

The author is Director, National Insurance
Academy, Pune.
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Improving Economic
and Financial Literacy

G. PRABHAKARA WRITES
THAT THERE IS A SERIOUS
LACK OF PRIORITIES IN
THE INDIAN DOMAIN,
WHEN IT COMES TO
INVESTING IN ASSETS. HE
FURTHER ADDS THAT THE
IMBALANCE SHOULD BE
RECTIFIED SOONER THAN
LATER IF THE MASSES HAVE
TO COME OUT OF THE

POVERTY CYCLE.

THE RoAaD MAP

about a giant leap in the evolution of
human beings and has changed the way
people live and work.

The massive increases in the size of the
economies, reduced state interventions
and rapid globalization that were
witnessed in the recent times have led
to unprecedented changes in the way the
economies function.

In the same way the financial world too
has witnessed revolutionary changes with
a proliferation of new classes of products,
increasing complexity of the products and
a growing preference among the
institutions to pass on investment risk to
the investors. Recent technological
innovations have changed the way the
financial sector operates.

While it is indisputable that a good
number of the above changes indicate
progress and are therefore quite
welcome, they have raised fresh demands
on individuals. The new economic system

creates a host of opportunities for those
who are savvy enough to understand and
operate it. At the same time those lacking
in awareness could expose themselves to
losses, exploitation, denial of
opportunities and also deprivation. Thus
the knowledge arbitrage is higher now
than ever before, and selection is
operating more on the economic/

financial basis than earlier.

In view of the increasing role of economy
and finance in the society and their
growing complexity, it is extremely
important for an individual to make an
effort to understand them. At the societal
level, a population that is illiterate in
these areas signifies backwardness in the
society and impedes its progress. On the
other hand literate populations tend to
make right choices and show quicker
progress. Concerted efforts therefore
need to be made to rid the society of
economic/financial illiteracy to enhance
the well-being of its public.

conomy as an institution pervades
society today to such an extent that
it is difficult to imagine accessing

any meaningful resource other than The massive increases in the size of the economies,

through it. It is an acknowledged fact that reduced state interventions and rapid globalization that

it has helped immensely in facilitating a . . .
. . . were witnessed in the recent times have led to
systematic and just allocation of

unprecedented changes in the way the economies function.

resources in a manner that is peaceful

and orderly. In that sense, it has brought
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Coming to the Indian context, studies
indicate that the patterns of consumption
in the Indian society are not balanced and
do not reflect a holistic understanding of
life’s needs in the order of priority. It is
seen that important items such as
nutrition, health, education and financial
security are often bypassed for
expenditure on entertainment and
purchase of consumer durables. There is
an underestimation of both future
requirements as well as of amounts
needed to be set aside from the income
for the purpose. Studies have revealed
that people have misplaced optimism
about their financial future, which is
based more on hope than on any sound
calculations. Too much money is being
spent on festivals, weddings and funerals
at the cost of more basic and important
needs. The general awareness of the
sustainability of expenditures and life
styles is pretty low, resulting in over-
indebtedness.

Young consumers are particularly more
prone to over-indebtedness. The main
source of this is seen to be credit card
misuse. Many young persons lack the
temperament, knowledge, and above all,
needed for

discipline money

management.

There is on the whole a serious gap in
the understanding on the need for
providing for future requirements.
Separate provisions being made for each
important need is rarely seen even among
the educated and well-to-do.

Most of the financial savings of the
household sector in India are in debt
instruments with very low levels of
participation in equity. The investors are
thus foregoing the opportunities of

Within a short span of time after their introduction in the

Indian market, Unit linked insurance products have not

only occupied a respectable 56% of the new business

premiums but also drastically altered the character of the

insurance products.

investing in fast growing avenues, due to
problems of the mind-set and lack of
awareness.

Investors need to be oriented towards
allocating their assets in a balanced way
to fulfill their need for growth, security
as well as liquidity.

Demographic trends indicate a significant
rise in life expectancies, while the
earning spans have not seen a
proportionate rise. At the same time,
most of the employers including the
government have switched over from
defined benefit to defined contribution
pension schemes thereby transferring the
investment risk to the employees. In any
case the number of families covered by
occupational pensions is less than 10%.
The coverage of personal pension
schemes is a paltry 3%.

With the number of persons above 60
years of age expected to go up to as high
as 120 million by the year 2020, there is
an urgent need to improve the awareness
on retirement planning among the public.

Life style diseases which are caused by
increased stress, unhealthy eating habits,
addictions and lack of rest and exercise
are on the rise in India in the last two
the
prevalence, Indians are yet to wake up

decades. Despite increased
into providing for the treatment of the

critical illnesses caused by the above. The

fact that these diseases are afflicting
large number of individuals at the peak
of their working life is a matter of
additional concern.

The fact that health insurance covers
hardly 1% of the population and accounts
for a mere 1.2% of the total expenditure
on health in India is a comment in itself.

Life insurance coverage is available to less
than a fourth of the insurable population.
A large percentage of even those covered
are grossly under The
appreciation of the need for life cover in
our society is poor resulting in reluctance

insured.

to purchase insurance.

The penetration level of insurance (as a
percentage of GDP) in India at the end of
2005 was 3.14% as against the Asian
average of 6.83% and global average of
over 7.52%. The insurance density (per
capita premium) was a poor $22.7 against
the Asian average of $197.9 and a global
average of $518.5.

Within a short span of time after their
introduction in the Indian market, Unit
linked insurance products have not only
occupied a respectable 56% of the new
business premiums but also drastically
altered the character of the insurance
products. There is a strong need not only
to inform the investors that the
investment risk in these policies is to be
borne by the investors but also to educate
them in handling these investments.
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A large number of people purchase costly
homes, consumer durables and other
assets but do not appreciate the need for
insuring these assets which are prone to
multiple risks.

With detariffing of premiums coming into
effect, the premiums on the non-life side
are now market determined. On the other
hand the covers and exclusions are also
getting more complex. It has therefore
become imperative that one has not only
the awareness of the need for insurance
but also adequate knowledge of handling
all the related issues.

The following strategies could be adopted
to improve the literacy levels across the
segments of the population:

» Comprehensive models, separate for
persons of different income segments
and social profiles, showing ideal
budgeting, asset allocation, provisions
for protection, retirement and other
needs — with real life examples — can
be prepared and publicized to give a
clear picture to the targeted population
and to make learning easy and
interesting.

Have only a reasonable number of
products and consciously avoid
burdening the investors with ‘choice

overload’.
e Wherever possible, automatic
enrolment of employees into

retirement schemes can be considered.

» Adopt a tiered/segmented approach in
targeting different segments for
spreading literacy.

Education on avoidance of borrowing,
especially at high interest rates, for life
style, travel, entertainment and such
other items; and restricting such
borrowings exclusively for extreme
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contingencies needs to be imparted in
a big way.

seminars and

Training sessions,
workshops have been proved to be
effective in improving the participation
of the employees in the retirement
plans in some of the western countries.
This approach can be applied in India
as well.

Exit sessions for retirees and VRS optees
educating them on how to handle their
retirement proceeds can help them to
preserve their capital.

Liberal use of audio visual media to

educate the public on the issues
mentioned above, through imaginative
and catchy advertisements.

Inclusion of economic and financial

education in school curriculum goes a
long way in creating an understanding
of the subject at young ages.

Credit regulation can be tightened to
restrict the availability of total credit
to a person based on his age, income
and other parameters.

Regulators should remain ahead of the
industry and watch out constantly for any
exploitative practices. They have to
devise indices to measure the compliance
levels of the industry. The grievances
received at their end, MIS, defaults
percentages, lapsation ratios etc can
reflect the selling practices of the
businesses. The Regulators should be in

the forefront in conducting educational
programs and campaignhs to spread
awareness among the public.

The businesses on their part should
display a zero level tolerance for
unacceptable practices and promptly
penalize those indulging in the same.

Since it is the distributor who reaches out
to the public to sell the financial
products, he has a considerable amount
of influence on them and has a big role
to play in their financial decisions. Also,
the distributor is looked upon as an expert
and people take his advice seriously.
Therefore, imparting comprehensive
training to the distributors will help in
improving financial and economic
literacy.

There is need to develop a concept of
‘Integrated Financial Consultant’ who
would be able to counsel individuals on
all financial matters including savings,
investments, budgeting and borrowing
and he should also hold a common license
to sell all the products. A compulsory
certificate course can be designed for
consultants to

such ensure

professionalism and quality.

A comprehensive nation wide survey may
be conducted to develop specific
understanding of the financial and
economic literacy levels of each income

Since it is the distributor who reaches out to the public to
sell the financial products, he has a considerable amount

of influence on them and has a big role to play in their
financial decisions.




Micro finance institutions are just now beginning to take
root in our country. Taking steps to increase their

presence and equipping them with capital and
technology, while regulating them closely, will help fill
the vacuum that the countryside suiffers from at the
moment.

segment, community, region, age group
and gender. The survey can cover all the
areas discussed above and can study the
penetration levels of each instrument in
different segments. An expert committee
having members from each industry in the
financial sector can be constituted to
finalize the issues to be covered by the
survey and also the methodology to be
adopted. This survey can help design
segment-specific programs based on
their needs.

Most of the above is not of much
relevance to the population at the
subsistence level, for a number of
reasons. Firstly, they barely have any
disposable income and their earnings are
not continuous throughout the year. They
are mostly unbanked and have virtually
no savings. The assets they own are
minimal, confined to implements and may
be a small dwelling. Their access to credit
is mostly through private money lenders
operating within the community.

The issues to be addressed in improving
financial literacy in these segments are:

« Creation of the awareness of the various
existing welfare schemes of the
government offering free/subsidized
schemes for housing, credit etc meant
for people in this segment.

» Encouraging thrift and correction of
consumption habits.

» Take banking to the door step of the

unbanked with the help of the daily
collection schemes etc. This will create
access, confidence and convenience
that these people need to come into
the fold of the financial system.

Micro finance institutions are just now
beginning to take root in our country.
Taking steps to increase their presence
and equipping them with capital and
technology, while regulating them
closely, will help fill the vacuum that
the countryside suffers from at the
moment.

The IRDA has taken a developmental
initiative by bringing out Micro
Insurance regulations with a lot of
relaxations and enabling provisions in
order to promote insurance among the
low-income groups. The ball is now in
the court of the insurers to make a
success of this experiment. They need
to develop understanding of the specific
requirements of this segment and offer
products that fit them best. The
servicing systems, distribution channels
and publicity tools should also be
designed taking into account the low
ticket sizes, the access problems and
the low level of literacy typical of this
segment.

These segments can be reached through
their
village

institutions working in

environment such as
panchayats, trade and community
associations, NGOs, MFls, SHGs etc and

to some extent through mass media.

Efforts to improve economic and financial
literacy will be more successful if they
are holistic and give the whole
perspective to the individual than when
the inputs are in bits and pieces, dealing
with only some aspects of the subject.

Financial inclusion of the unbanked
downtrodden communities through
creation of access and design of suitable
products can benefit them immensely.
Literacy improvement programs can be
meaningful only if the financial
infrastructure is made available to

these segments.

Right financial outlook, in addition to
literacy, is also dependent on the overall
culture of the community to which the
person belongs. It is therefore also
important to attempt to bring about a
social transformation rather than merely
individuals

attempt to educate

separately.

A synchronized effort by all the
stakeholders such as government,
regulators, businesses, educational
institutions, voluntary organizations and
media in this direction is the need of
the hour.

The author is Member (Life), IRDA. The opinions
expressed in the article are purely personal.
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INnsurance Awareness

WHERE DO WE GO FROM HERE?

ARUP CHATTERJEE
AVERS THAT FINANCIAL
LITERACY CAN EMPOWER
CONSUMERS TO BE BETTER
SHOPPERS, ALLOWING
THEM TO OBTAIN GOODS
AND SERVICES AT LOWER

COST.

he liberalisation of the Indian
economy has dramatically

broadened the opportunities of
consumers, workers, investors, and firms.
The sheer variety of goods and services
that are easily accessible (for a price)
would be breathtaking to people living
just a decade ago. At the same time, the
multitude of choices can be bewildering.
Increasingly, taking best advantage of
available opportunities places heavy
demands on the ability of customers to
make sensible choices. The rising
complexity affects nearly all market
decisions - from choices about food,
whether consumed at home or in
restaurants; to choices about clothing,
electronic equipment, trans-portation,

and housing; to choices about career
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pathways; and to choices about savings
and investing.

Viewed in this light, the widening array
of alternatives in the financial
marketplace in general and the insurance
market place in particular is part of the
larger process operating in the economy
as a whole. Nonetheless, financial
decisions are particularly vexing to many
of today’s families and many business
people as well. Perhaps the confusion has
arisen because of the speed at which
financial markets and new financial
instruments have emerged, or because of
the higher levels of sophistication and the
longer time horizons required for sound
financial decisions.

Moreover, the added complexity is taking
place just as households face increased
responsibilities for financial decisions and
for insuring their own financial well-
being. At the same time, bad decisions
can mire households in debt and lead to
much lower living standards than
households would enjoy, had their
financial decisions been more sensible.

For the new financial freedom to help
most people, they must understand their
choices and the likely implications of
alternative choices. Unfortunately, a
majority of the population has a weak
grasp of basic personal finance principles.
What is lacking is not information (e.g.,
who is charging what for a premium?),
but rather the ability to interpret the
information (e.g., how well do alternative
insurance products fit my needs?).
Without knowing all of the circumstances
of individual cases, it is difficult to
determine how many people are making
But,
apparently weak financial knowledge of

proper decisions. given the
a large segment of the population, the
high rates of consumer bankruptcy, and
the large share of the population poorly
prepared for retirement, there are
reasons for concern.

One is also witness to the fact that the
market has not been able to meet
everyone’s needs. Access to an ever-
increasing range of products has remained
an urban phenomenon and a significant
number of people are unable to access

The widening array of alternatives in the financial

marketplace in general and the insurance market place in

particular is part of the larger process operating in the

economy as a whole.




even the simplest of financial services.
For these people, financial exclusion
means significant additional cost and loss
of opportunity.

The benefits of being financially literate
are high. Financial education also is
essential to help consumers understand
how to prevent becoming involved in
transactions that are financially
destructive, how to avoid becoming
victims of fraud, and how to exercise their
consumer protection rights. Financial
literacy can empower consumers to be
better shoppers, allowing them to obtain
goods and services at lower cost. This
optimizes their household budgets,
providing more opportunity to consume
and save or invest. In addition,
comprehensive education can help
provide individuals with the financial
knowledge necessary to create household
budgets, initiate savings plans, manage
debt, and make strategic investment
decisions for their retirement or their
children’s education. Having these basic
financial planning skills can help families
to meet their near-term obligations and
to maximize their longer-term financial
well being.

One fundamental challenge to improving
financial literacy centers on reaching
those who lack the awareness of the
availability of such resources, who may
not have the time to improve their level
of financial literacy, or for whom existing
information resources are inaccessible or
inadequate. Many interested citizens may
be unable to take advantage of existing
educational resources for a variety of
reasons, including lack of internet access,
language barriers, or because they are not
the targets of traditional methods of
dissemination. One needs to find ways to
make it easier for them to access and use

Personal financial management is an extremely complex
matter that requires significant resources and

commitment by consumers to understand and evaluate
the multitude of products available in the broad financial
services market.

helpful, appropriate, and timely financial
education information, in a format most
useful to the intended recipient.

Another challenge is helping in discerning
between financial education and
marketing. Occasionally, a company may
try to deliver financial education in
marketing materials for financial products
or services. This may blur the distinction
between the sales information and the
important financial literacy points. That
blurring may make it more difficult for
consumers to evaluate products and
determine if the information is accurate
and complete or whether the provider is
unbiased or whether the information
provided is clouded by potential
financial gain.

Personal financial management is an
extremely complex matter that requires
significant resources and commitment by
consumers to understand and evaluate
the multitude of products available in the
broad financial services market. In
addition, the marketplace is constantly
changing; with new products, services,
and providers emerging to meet consumer
demand. As a result, the range of topics
and issues that consumers must evaluate
is vast and ever growing. Financial
literacy efforts should aim at helping
consumers understand and select the
products and services that best suit their
and circumstances.

needs, goals,

Providing effective financial education
presents great challenges not only
because of the complexity of the issues
surrounding the need for financial
literacy, but also the individualistic nature
of the approach necessary to address
those issues. As a result, strategies should
take account of how best it can help
consumers identify reliable and unbiased
sources of information besides equipping
them with the skills needed to choose
reliable products and services.

Given the important role of financial
literacy in promoting financial well-being,
there is a long-standing need towards
building an environment for commitment
to financial literacy from government,
private industry, and nonprofit
that

commitment and organizing efforts to

organizations. Marshaling
produce the best possible result still
remains a formidable challenge and
can be best addressed through a national
strategy.

An effective national strategy must
encompass the following areas:

« Building public awareness of available
resources: Improved financial literacy
requires an increased public awareness
of the issues, as well as the many state,
local, and national resources that are
available for financial literacy. The
Government must make its financial

resources

literacy more easily
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available. This is important in order to
better leverage existing financial
education resources and avoid overlap
or duplication. By using direct and
creative messaging, an effective media
campaign can help establish web
portals to which consumers can turn
when they need to easily find financial
education materials on a wide range of
important financial topics. Using this
multimedia strategy, we can begin to
build national awareness of the many
valuable, free resources that are
available to all citizens.

Developing tailored, targeted
materials and dissemination strategies:
A large variety of excellent financial
education materials already exists.
Rather than creating new teaching
materials, these existing materials and
resources can be tailored for particular
audiences and distributed through
those organizations and dissemination
channels that are most trusted within
individual communities. A single-source
website can help educators maximise
their use of free financial education
resources and eliminate needless

duplication of effort.

Improving the financial literacy is not
an action that occurs through a one-
size-fits-all approach. People learn in
many different ways, and many of us
benefit from hearing and seeing
educational messages repeated in many

different ways on different occasions.
Effective financial literacy and
educational efforts require materials
that reach and are clearly understood
by the intended audience. Financial
issues and education vary across
cultures, and
understanding of these differences is
critical to increasing the role of
minority markets in areas such as
transaction

acquiring an

accounts and
homeownership. For some, there is a
lack of trust of insurance companies and
government agencies. Others have
varying attitudes toward spending and
saving, and may use intra-cultural
financial mechanisms such as peer
lending and investing groups within
their communities. Still others may
adhere to religious restrictions, such as
the Islamic prohibition on the payment
of interest. In some communities and
ethnically concentrated neighborhoods,
there may not be an abundance of
These
communities seek specific strategies to
help them better secure the financial

financial institutions.

services resources, while gaining the
products, underwriting, and delivery
mechanisms that are culturally
compatible.

Community organisations can play an
important role in efforts to enhance the
delivery of financial education

information. For example, technology

Developing a wide variety of effective channels is an
important facet of the financial literacy challenge.

Information can be disseminated in many settings,
including the workplace, schools, media, and through
community organizations.
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and innovation have resulted in the
creation of a plethora of insurance
products that are complex and possess
features that may be inappropriate,
very risky, and financially detrimental
for some consumers. While some
regulatory and legislative interventions
have been undertaken to thwart
misselling, financial literacy remains a
critical component.

Tailored, targeted resources are
important to reach key demographics,
including uninsured populations,
multicultural and multilingual
communities, geographically remote
communities, and consumers with
special needs. It is important to
appreciate that dissemination channels
differ widely according to the message
and intended recipient, and what may
appear to be duplication of effort is
often necessary in order to reach
different target audiences. Needless
duplication occurs only when educators
and others are unaware of the existence
of useable information. Developing a
wide variety of effective channels is an
important facet of the financial literacy
challenge. Information can be
disseminated in many settings,
including the workplace, schools,
media, and through community
organizations. Each venue offers
valuable outlets for reaching different

demographic sectors.

A challenge to financial literacy efforts
is in understanding that access to
information and programmes does not
always result in positive consumer
behavior. Another key component of the
financial literacy challenge is to
integrate financial literacy into
established curricula for elementary,
secondary, and postsecondary learning
institutions. ldentifying opportunities



to incorporate financial literacy in this
manner can help younger generations
grow into financially educated adults
who are astute consumers and who, in
turn, impart this knowledge to their
children. This kind of financial literacy
can result in better household

budgeting and other critical life skills.

Tapping into public-private and
private-private partnerships:
Improving the nation’s financial literacy
is not a task that can be undertaken
solely by the Government. On the
contrary, the majority of financial
education and skills-building activities
are those currently led by private-
sector organizations. Community
involvement can greatly enhance the
effectiveness of collaborative resource
development and dissemination efforts.
Public-private and private-private
partnerships therefore play an
important role in equipping consumers
with needed financial skills.

Partnerships are valuable components
to any public awareness effort.
Successful partnerships can efficiently
reach key audiences with high-quality,
unbiased information. These
partnerships can highlight the local
successes of financial literacy efforts
and boost local enrollment in and
access to education programmes.
Partnerships within communities can be
effective at addressing the issues
involved with the many individuals in
this country who do not maintain
traditional bank transaction, credit,

savings, or investment accounts.

Research and evaluation of financial
literacy programmes: While many
excellent financial literacy efforts are
ongoing throughout the nation, a theme
sounded in

repeatedly public

India is not the only country in the world which needs to
be engaged in a serious analysis of the financial literacy

and educational needs of its citizens. Virtually every other
nation amongst the emerging market jurisdictions faces
the same challenge.

discussions is that a systematic method
of evaluation of financial literacy
programs does not exist. Additionally,
there is little research on successful
methods for financial literacy. A broad
and deep base of research on financial
literacy will assist policymakers, as well
as public and private sector providers
of financial literacy, to improve the
effectiveness of their work on financial
literacy. While some good research has
been conducted, more can be done.
From research comes a shared body of
knowledge on how to best inform and
different
constituencies on financial literacy

educate and varied
topics. Such research is essential in
developing and replicating programmes
that are proven to achieve results and
to ensure the efficient use of resources.
Ideally, financial literacy programmes
would strive to incorporate findings
from academic research that utilize
both qualitative and quantitative
measures to assess the effectiveness of

financial literacy programmes.

For consumers, these data will offer
confidence about programmes that work;
for educators, the data will offer
guidelines for developing evidence based,
quality materials; and for funding
agencies for financial literacy, research
provides assurance of the optimization
of resources.

In conclusion, India is not the only country
in the world which needs to be engaged
in a serious analysis of the financial
literacy and educational needs of its
citizens. Virtually every other nation
the
jurisdictions faces the same challenge to

amongst emerging market
increase the financial knowledge and skill
set of citizens to enable them to make
better financial decisions and avoid fraud.
In this context, it will be important to
continue a dialogue with other nations in
an effort to learn from their efforts.
Reaching the goal of a financially
educated population will take time. With
a multitude of smaller efforts that
represent opportunities for learning and
partnership in contributing to the larger
national mosaic that comprises our
nation’s financial literacy and education
effort achieving it shall become a much
easier task.

The author is Principal Administrator,
International Association of Insurance
Supervisors, Basel, Switzerland.
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Educating the Educated

A VALUE ADDITION TO SERVICE

D.V.S. RAMESH OBSERVES
THAT THE REPUTATION OF
AN INSURER WOULD BE
DETERMINED BY THE

® EFFICIENCY OF SERVICES
THAT IT RENDERS; AND
THAT A CONTINUOUS
EDUCATION IS VITAL TO

ENSURE SUCH EFFICIENCY.

n organization can surpass with

ease its targeted goals with the

whole-hearted commitment of its
human resources. It is more relevant in
respect of service industry, where front
office personnel play a key role in the
image building of organizations. Human
resources, which were hitherto
considered merely as one of the elements
of the organization, are now regarded as
its capital. Along with the main objective
of retaining the existing clientele,
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continuing to keep the personnel on its
rolls happens to be the avowed objective
of modern organizations. Of the prime
factors for this phenomenal development
are the scarcity of talented human
resources and increasing role of the
personnel in re-shaping the businesses of
organizations. The business organizations
are not only competing in expanding the
base of their businesses but also to attract
the best brains available in the market.
Gone are the days when talented
youngsters would wait for their turn to
get an employment. Now organizations
are camping at the campuses to haunt
the best talents well before the
completion of their education and these
youngsters have no time to wait, starting
their career even as interns before
completing the academic schedules.

In a good number of cases the knowledge
imparted at the school or the college
stage cannot be implemented in real work
life scenario. Especially in service
oriented industries like insurance, which
was never taught at any level of their
academic sessions (except the recently
evolved few post graduation diplomas or
vocational courses at plus two level) the

newly joined need to start their academic
life afresh on a different earning platform
and continue the same to meet the ever
changing contours of businesses of the
organization. Here comes the role of
insurance companies in mounting the
employment styles of its personnel,
especially the new recruits. Insurance
education is one of the essential pre-
requisites of the personnel of insurance
companies in order to ensure a quality
service to its clients. Knowledge of the
nuances of subject enables a qualitative
service both during pre-sale and post-sale
services. While insurance education
amongst the population and
intermediaries is one of the paramount
requirements for a robust and sturdy
growth of insurance business, a
continuous insurance education to the
personnel of the insurance companies is
essential for sustaining the business levels
and retaining the clientele, thereby
promoting further growth.

Specific job styles of service industry:
Unlike in some of professional careers
where personnel apply the academic
knowledge they have been imparted from
day one, service industry demands an

Human resources, which were hitherto considered merely

as one of the elements of the organization, are now

regarded as its capital.




Institutionalizing the initial training modules,
establishing hands on training, ensuring job rotations

and encouraging the sharing culture grooms the best
learning environment in an insurance company.

induction course in general; and insurance
industry in particular, be it for a front desk
job or for back room boys. Be it during
pre-sale approach or post sale service, the
requirements of policyholders differ on a
case to case basis. When an insurance
company consolidates its position in the
market, every person tends to offer an
advisory role to the policyholders while
rendering the services. Absence of a firm
foundation, even at basic level, may
vitiate the bench-marked service
parameters. Though some personnel may
attain the domain expertise over a period
of time, the inclination to learn, unlearn
and relearn is one of the essential
ingredients that turn the personnel on
professional lines. Here comes the role
of insurers as employers in adopting the
best servicing parameters through their
personnel. Institutionalizing the initial
training modules, establishing hands on
training, ensuring job rotations and
encouraging the sharing culture grooms
the best learning environment in an
insurance company. During the course of
training it would be ideal if the modules
include the live case studies of the
company. All these encourage the
personnel to be attentive and vigilant
while rendering services to the
policyholders.

Manpower factor in operational risk: The
extent of operational risk that a
servicing/finance company is likely to be
exposed to is evident in the revised Basel
Il accord for banks, introducing the
concept of minimum capital requirement
exclusively for operational risks. Amongst
other factors responsible for a company

to be exposed to operational risks, people
manning the company are regarded as one
of the major contributing factors in the
definition portion of Basel - Il. Out of the
seven event types that the Basel
committee categorized to capture the
most significant causes that lead to
operational losses, three areas viz.
employment practices, internal fraud and
execution delivery, and process
management directly deal with the ability
of managing the man-force of the
companies. Though, these prescriptions
relate to banking industry, the importance
of placing suitably trained personnel is
equally relevant to insurance industry.

Knowledge flows down: Knowledge, by
and large, flows down through
generations. That is why perhaps,
knowledge is hailed as soul of a society.
Same is the case with reference to
imparting training, be it at home or
office. The manner in which the members
of a family or the personnel of a corporate
body evolve over a period of time depends
on the lines they are groomed. An apt
attention by top management of
companies is required towards attaining
this objective. There are three p’s that
are relevant with educating the man force
of a company. They are; practice, profess
and preach. To see that personnel at all
levels follow the same set of training
principles imparted, the learning curve
shall start at higher level and shall
percolate down the line. The senior
management of the company has to adopt
the best business and operational
practices, profess them and then preach
through the cadres down the line.

Independent directors play a decisive role
in imparting the best business and
operational practices. However, domain
knowledge is essential even to this elite
section of the board. The role of insurers’
boards begins from imparting the related
knowledge to these independent directors
and ends in ensuring its percolation down
the line. Thus, the relevance of job
related education is indisputable at every
level of hierarchy in insurance companies.
Right from the directors of the board to
the managers of a unit that leads a few
insurance advisors, they will be the role
models to the rest of members of their
organization/team. Hence, insurers
should continuously strive to impart the
job related knowledge to all its personnel
in all the operational areas. In particular,
imparting the job knowledge on the
following operational areas is more vital.

Underwriting: Underwriting is one of the
technical areas that needs the expertise
of the man in charge, for every contract.
The latent intricacies like moral hazard,
adverse selection or insurable interest
which are not exactly defined elsewhere,
but are matters of subjective judgment
are elements of discretion of
underwriters. As the acceptance of a
liability is a prudent business practice of
an insurer, there will be no guidelines on
underwriting, especially in life insurance,
from either regulators or from self
regulatory organizations like insurance
councils. Issues like income proof would
also be judgmental matters especially in
high sum assured cases. With the changing
contours of insurance business, risks are
susceptible to issues like frauds, money
laundering etc. and it needs updated job
knowledge to the dealing personnel to
secure that insurers are not made the
conduits of a fraudulent activity.
Appropriate job knowledge not only
enhances the quality of business
underwritten but also leaves a sense of
pride and job satisfaction to the personnel
involved, instead of monotonic feeling.
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Claims: One of the most promising
operational areas of an insurance
company is claims settlement as the
principal motto of insurers’ business is
timely settlement of claims. Absence of
appropriate job knowledge may mislead
the involved personnel that claims are a
drain on the revenues of the businesses.
Hence, he or she may work with the
objective of denying a claim. A better
informed operations person, who is made
aware that the organization is in the
business of claims settlement too, brings
accolades to the organization, thereby
reinforcing the confidence and loyalty of
the customers on the system of insurance
as a whole. Unless insurer imparts an up-
to-date knowledge of the nuances of
claims, the personnel cannot support the
corporate objectives of the company.

Policy Servicing: The practices in this
operational area faced differ from those
prescribed in the servicing manuals.
Almost all operating personnel of this
operational area need to render some or
other advisory services in the course of
their job. Updated job knowledge not only
is a value added service to a policyholder
but also an image enhancer to the insurer
in the long run, as a satisfied customer is
a source of publicity.

Servicing for an industry like insurance
needs empathy. This is one of the basic
concepts of training to be imparted to
the operational staff of insurance
companies. An empathetic person serves
with a philosophical bent of mind to
render the best possible and positive

services to policyholders of an

insurance company.

Internal corporate communications:
Education is a continuous process. With
the changing dynamics of market,
operational and regulatory practices etc;
an effective internal communication
establishes the best learning culture in
the insurance company. Though in-house
training injects the required job
knowledge, internal communications
from corporate offices encourage
personnel to update their job knowledge.
Here insurers have to play a pioneering
role. Merely forwarding the statutory and
regulatory prescriptions would not
suffice. To reach the understanding levels
at various stages, a clear description as
to the contents along with the objectives
need to be focused in all internal
communications. Also, it would be
worthwhile if insurers establish a sharing
platform within the organization whereby,
there will be sharing of experiences in
the form of case studies amongst all the
employees of the insurance company.

Role of Government: An emerging
subject that needs attention of the future
generations is to be nurtured from the
grassroots. The conceptual issues that
make inroads at academic stage will leave
an indelible impression on the minds of
matured lives. Perhaps with this intention
policymakers introduce concepts like
disaster management, green house
emissions at various stages of school
education in some parts of the globe. In
India also, certain schools have
introduced subjects on disaster

Updated job knowledge not only is a value added service
to a policyholder but also an image enhancer to the

insurer in the long run, as a satisfied customer is a source
of publicity.
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management from the middle school level
onwards. Without loading the academic
burden on the targeted students, a similar
course on insurance deserves to be a part
of their academic chores.

Role of institutions like IIRM, lll, and
ACA etc.: As a Chinese proverb says ‘a
person who envisions the generations
ahead establishes educational
institutions’, the role of academic
institutions is not just delivering to the
enlightened strata, but building the
generations for a future world. The
objective of an academic institution shall
not cease with awarding degrees and
diplomas, but continue keeping the
products updated about the latest
developments of the industry. Institutions
like IIRM, 11l etc are contributing their best
to the society by producing exclusive
professionals in insurance field. Even
professional institutions like ACA are
gearing up their professionals by
introducing exclusive courses on
insurance. It is high time that these
institutions introduced the continuous
professional development courses to their
respective members. Continuous
professional development programs
referred as CPDs in some institutions and
advanced markets, keep the members of
these academic institutions abreast with
up-to-date information. Synergizing their
strengths, these professional institutions
may run workshops/seminars at various
parts of the country, preferably in
renowned academic centers, to bring up
the awareness levels about insurance.

The competition amongst the next
generation insurance companies will be
on how best the policy services can be
rendered; an area where an insurer’s
human resources, be it back-end or front-
end, play a pivotal role.

The author is Senior Assistant Director
(Inspection), IRDA. The views expressed are
personal.
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statistics - non-life insurance

Report Card: General

GROSS PREMIUM UNDERWRITTEN FOR AND UP TO THE MONTH OF MAY 2007

(Rs.in Crores)

PREMIUM 2007-08 PREMIUM 2006-07 GROWTH OVER THE
INSURER FOR THE UP TO THE FOR THE UP TO THE CORRESPONDING PERIOD
MONTH MONTH MONTH MONTH OF PREVIOUS YEAR
Royal Sundaram 44.35 117.27 46.95 112.02 4.68
Tata-AlG 59.98 172.04 62.72 170.98 0.62
Reliance General 141.70 362.86 39.87 110.14 229.46
IFFCO-Tokio 66.25 179.19 119.65 241.24 -25.72
ICICI-lombard 202.27 650.93 259.01 589.52 10.42
Bajaj Allianz 175.33 390.68 142.65 325.29 20.10
HDFC CHUBB 12.77 34.66 14.79 30.68 12.96
Cholamandalam 36.77 109.73 26.40 58.67 87.03
New India 375.69 1023.16 370.64 965.75 5.94
National 328.42 724.31 296.91 662.05 9.40
United India 322.58 730.10 312.41 709.58 2.89
Oriental 329.06 743.23 321.61 735.00 1.12
PRIVATE TOTAL 739.43 2017.35 712.04 1638.55 23.12
PUBLIC TOTAL 1355.75 3220.80 1301.57 3072.38 4.83
GRAND TOTAL 2095.18 5238.15 2013.61 4710.93 11.19
SPECIALISED INSTITUTIONS
ECGC 50.31 88.09 35.39 76.70 14.85
Star Health &
Allied Insurance* 1.31 35.30 0.02 0.02

Note: Compiled on the basis of data submitted by the Insurance companies
* Commenced operations on 18th May, 2006

Premium underwritten by non-life insurers Note : 1. Total for 2006-07 is for 12 month period.
for May 2007* 2. Total for 2007-08 is up to May, 2007.
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Photograph shows Mr. M. Damodaran, Chairman, SEBI making a point.

The Financial Planning Congress 2007 was organized by Financial Planning
Standards Board (FPSB) India and Express Money of
The Indian Express at Le Meridien, New Delhi on 21t June, 2007.
The Congress saw the presence of key regulators in the financial
services arena.

Some of the luminaries at the Congress (L to R): Mr. M. Damodaran,
Chairman, SEBI; Mr. Shailesh Haribhakti, Chairman, FPSB India;
Dr. K.P. Krishnan, Joint Secretary, Ministry of Finance, Govt. of India;
and Mr. G. Prabhakara, Member (Life), IRDA.



events

16 - 18 July 2007 Workshop on Distribution Channel Management

Venue: Pune By NIA Pune

23 - 28 July 2007 General Management Programme for Engineers

Venue: Pune By NIA Pune

25 - 26 July 2007 1st Asian Conference on Micro Insurance

Venue: Manila, Philippines By Asia Insurance Review, Singapore

09 - 11 August 2007 Frontline Marketing Strategies

Venue: Pune By NIA Pune

13 - 18 August 2007 Reinsurance Management

Venue: Pune By NIA Pune

29-30 Aug 2007 The 3rd International Convention On Takaful And Retakaful
Venue: Kuala Lumpur By Asia Insurance Review

30 Aug - 1 Sep 2007 14th Annual Sunshine Seminar

Venue: Queensland, Australia By The Australian and New Zealand Institute of Insurance & Finance
05 -06 Sep 2007 Global Middle East Insurance Summit

Venue: London By Asia Insurance Review, Singapore

7 - 13 Sep 2007 Monte Carlo Rendezvous

Venue: Monte Carlo By Asia Insurance Review, Singapore

8 - 9 Sep 2007 Asia Pacific/Oceania Financial Advisors Conference

Venue: Mumbai By LIMRA International
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The government will impose stricter regulations for the
insurance industry, including higher minimum capital
requirements and corporate governance standards.

Dr. Ahmad Fuad Rahmany
Head of the Capital Market and Financial Institution
Supervisory Agency, Indonesia

The Insurance Council and its members are working closely
with the New South Wales government and emergency services
to continue to facilitate the recovery process. Representatives
from the general insurance industry are available at the “one
stop shops” to provide assistance to policyholders.

Ms. Kerrie Kelly
CEO of the Insurance Council of Australia,
commenting on claims from NSW Storms

A closer examination and analysis of different unique aspects
of microinsurance and a continuous dialogue with supervisors
will assist in determining the key principles in its regulation
and supervision.

Mr. Mashdu Munyai
Chair of the IAIS-CGAP Joint Working Committee
on Microinsurance

Many homeowners could be seriously harmed financially by
misunderstandings about their insurance. It’s critical that
consumers look closely at their policies and ask their insurance
agents detailed questions to become fully aware of what is,
and what is not, covered.

Mr. Walter Bell
NAIC President and Alabama Insurance Commissioner

Tapping the capital markets disintermediates bank lending and
enlarges the pool of lenders beyond banks to include pension
funds, insurance companies, and even retail investors. This
helps increase the funding sources available to beyond what
bank debt can offer.

Mr. Ng Nam Sin
Executive Director, Monetary Authority of Singapore

The Export Finance and Insurance Corporation (EFIC) will be
given additional powers to help small to medium-sized
exporters (SMEs) expand globally by providing them with
financial services to set up global supply and distribution
chains.

Mr. Warren Truss
Australia’s Minister for Trade




