Aware customer a must to boost insurance’s reach

At a time when insurance penetration is declining, industry experts say research and customer education in the sector are pertinent to boosting coverage and shifting the focus from products to customers. The awareness and penetration of insurance cannot increase unless the focus shifts to the agriculture sector.

Overall, insurance penetration, which is the ratio of premiums underwritten in a year to the gross domestic product (GDP), surged from 2.71% in 2001 to 5.1% in 2010, but slipped to 4.1% in 2011 because of the economic slowdown, which has affected life insurance the most. Insurance penetration reflects the level of development of the sector in a country. Life insurance’s penetration grew from 2.15% in 2001 to 4.6% in 2009, but it started slipping from 2010 and stood at 3.4% in 2011. The penetration of the non-life insurance sector in the country has remained near-constant, in the range of 0.55-0.75%, over the last 10 years.

At a recent conference — organised by the Asean Institute of Insurance and Risk Management (AIIRM) in the capital — on insurance penetration through research and education, industry captains stressed on the importance of reaching out to rural India by developing products suitable for local needs and increasing the penetration of both life and non-life products. Experts also said the current financial inclusion mission of the government would be a non-starter if insurance products do not reach rural customers.

AK Roy, chairman and managing director, General Insurance Corporation of India (GIC Re), underlined that the free fall in tariffs of non-life insurance products is not sustainable and corporate clients are paying far below the cost. He also stressed on the importance of robust technology in reaching out to the masses, which could push up the penetration of insurance products, especially in rural areas.

“Companies should launch pilot projects in rural areas, modify them according to the inputs and introduce products across the country,” he said. He added that as the industry does not have well-trained agents to sell products across the country, research must be undertaken to train them as agents play a big role in promoting the business
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"Banks as insurance brokers: May be/ May be not": CARE Research

CARE Research has released report on Insurance Industry – “Growth prospects to improve amidst favorable demographics”
 
Key highlights of the report include
 
CARE Research projects CY14e/CY15e to be comparatively better years for global premium income as compared to the period CY11-12 on account of 1) improving mortgage market in USA, 2) fiscal and monetary stimulus in China, 3) huge penetration gap in emerging market, and 4) bottoming out of crisis and gradual recovery in Euro zone.

CARE Research is of the opinion that adoption of new regulation, expectation of economic growth and rebound in capital market in India/China will accelerate the premium growth of the Asian region market. This would be increasingly supported by Southeast Asia’s robust premium growth coming from 1) rising income levels and 2) increasing risk awareness.

CARE Research projects Indian insurance industry premium income to grow during the period FY14-18e at a much faster pace as compared to FY09-13p. This is attributable to 1) improving structural and demographic drivers, and 2) stable and supportive regulatory developments. Also, growth in non-life insurance industry premium is expected to outpace the growth of life insurance industry primarily due to huge under penetration.

CARE Research is of the opinion that established industry players will have to focus on raising the productivity of costs incurred towards employee’s training and development, establishing efficient/effective distribution channels, initial set-up and marketing activities undertaken for improving awareness/education level.



E-insurance to come into existence from next year

Insurance policy document will become digital and paperless like shares in the new year and the policyholders would be saved from preserving the physical copies of their insurance policies.

From April onwards, policy document would come in electronic form for all the new insurance policy sold.

Over 25 crore policy holders owning close to 37 crore policies would get their e-insurance in phased manner, CAMS Repository Services Ltd CEO S V Ramanan said.

The Insurance Regulatory Development Authority (IRDA) is likely to announce the roadmap to make it mandatory, by which insurance companies would have to compulsorily issue policies to their customers only in electronic form, he said.

According to an estimates, the current cost to insurer to service policies is over Rs 600 per annum per policy.

However, with insurance repository, the initial incidental cost would come down to less than Rs 100 per annum per policy, he said, adding, the initiative shall benefit both policy holders and insurance companies from convenience and cost front.

"We have initiated multi-level programme for educating policy-holders on e-Insurance across India leveraging our huge network of 390 branches and our domain expertise in insurance," he said.

"Insurance policyholders would have the option to access their insurance policies online by opening an insurance account in the electronic form, free of cost. The benefits for policyholder holding an e-insurance are safety, convenience, service on demand, single KYC and aggregate view of all policies," he said.

Insurance repository system allows policy holders to keep insurance policies in electronic form and undertake changes and revision in the policy with speed and accuracy.

Recently, IRDA, permitted five companies to act as repositories: NSDL Database Management, CAMS Repository Services, SHCIL Projects, Central Insurance Repository and Karvy Insurance Repository for managing e-policy.

Postal Life Insurance day celebrated

As a part of the ongoing National Postal Week, Postal Life Insurance day was celebrated on Tuesday( 16 Oct 2013). On this occasion Postal Life Insurance melas were organized in government/semi government offices of Allahabad Region. On this occasion Director Postal Services, Allahabad Region, Krishna Kumar Yadav said the postal department is serving public with its savings bank and postal life insurance schemes along with the delivery of the letters.

Postal life insurance was started with effect from 01 February 1884 for central government/state government officials, defence personnel, officials of govt institutions, municipal corporation and boards, government universities, employees of nationalized banks, additional bodies of State Banks of India and Reserve Bank, operational units under central/state government, UTI, IDBI and employees of state insurance corporation. Yadav added that there are 6 schemes of postal life insurance such as Suraksha, Santosh, Suvidha, Yugal Suraksha, Sumangal and Children policy.

Rural Postal Life Insurance Scheme for the benefits of villagers also have Gram Santosh, Gram Suraksha, Gram Suvidha, Gram Sumangal, Gram Priya and Children policy. He said that the minimum and maximum age limit of the postal life insurance scheme is fixed for 19 years and 55 years respectively. Yadav also said that Allahabad Region has done business in insurance of more than one billion in this financial year, which includes 53 crore in Postal Life insurance and 48 crores in Rural Postal Life Insurance(RPLI). Besides 15 villages are being selected in each division to cover under Rural Postal Life Insurance.
Move your insurance policy details to the virtual world for real benefits
The non-life insurance sector has been witness to far reaching innovative practices by insurance companies, especially since the privatisation of the sector in 2000. These include introduction of a wide range of customer-friendly products, simplification and standardisation of insurance policy wordings, in-house claim settlement for quicker and more efficient claims handling and adoption of online models, among others.

The recent guidelines allowing customers to hold their insurance policy in electronic form across insurance categories i.e. health, motor, etc is another step in this direction. While some companies have already introduced paper-less policies for the benefit of their customers, the new guidelines will ensure that the entire industry adopts these best practices.

With the increased adoption of the online medium, customers will now have another convenient medium to access their insurance policies. This will be in addition to the existing communication channels that each insurer has built with their customers over the years.

To benefit from the paper-less policy initiative, an insurance policy holder simply needs to open an e-insurance account (eIA) with one of the five repositories that have been selected for the purpose. These repositories will facilitate the opening of the account, which will hold all the policies in electronic form. The customer will not have to pay any fees, since the cost of opening the account will be borne by the general insurance company.

As a policy holder, one can purchase and keep all the policies in eIA with any one of the Insurance Repositories. The existing policies in physical mode too can be dematerialised and held in eIA.

This significant measure opens up a host of benefits for customers. These are not limited to insurance but complement the benefits that they were enjoying in other financial products — bank accounts, mutual funds, among others.

Safety
There is no risk of loss or damage to a policy as is common with paper policies. The electronic form ensures that the policy is in safe custody and can be accessed from any place and at any time.

Convenience
All insurance policies, be it health, motor, etc will be electronically stored in

AADHAAR CARD TO BE ACCEPTED AS KYC PROOF: PFRDA

The PFRDA (Pension Fund Regulatory and Development Authority) has notified that the letter issued by Unique Identification Authority of India (UIDAI) will be accepted as a valid proof for Identity and address.

It has now been decided to accept e-KYC service launched by UIDAI as a valid process for KYC verification in consultation with UIDAI. The information authenticated and transferred by UIDAI containing demographic details and photograph as a result of e-KYC process shall be treated as sufficient proof of Identity and Address of the client, PFRDA said in a circular on 24th October.

While using e-KYC service of UIDAI, the user has to authorise the UIDAI, to release her or his identity/address through biometric authentication to the POP/Aggregators. The UIDAI then transfers date of the individual comprising name, age, gender and photograph of the individual, electronically to POP/Aggregators, which may be accepted as a valid process for KYC verification. 

However, the POP/Aggregator has to take a printout of the authentication data received from UIDAI and attach the same along with the subscriber registration form, PFRDA added.

Aadhar Card/letter issued by UIDAI containing details of name, address and Aadhar number submitted by the subscribers in physical form as proof of identity and address would continue to be accepted as a valid KYC document. 
FINANCIAL PLANNING FOR RETIREMENT
IDEALLY, you should build your retirement corpus by investing in a combination of options like retirement or pension plans, endowment products, public provident fund, fixed deposits and equities.


Retirement or pension plans: You can invest in these plans offered by insurance companies. Insurance plans gives you an option of claiming up to 30 per cent of your sum assured as lump sum on maturity, while the rest is paid off as annuity. One must also buy a health insurance plan along with these as mere savings will not help meet the rising cost of medical needs and any emergency.


Endowment plans: These are insurance-cum-investment plans, a good option for risk averse customers, where one has to regularly pay premium for a specified tenure, at the end of which, a guaranteed accumulated corpus is paid out as maturity value. The advantage of investing in these plans is that even if the policyholder doesn't survive the entire policy tenure, the sum assured or life cover is paid to the policyholder's nominee, making sure that the financial goals of the family can still be met.

IRDA moots Insurance Clearing House

By G. Naga Sridhar, The Hindu Business Line, November 11 2013, Hyderabad

In view of the inter-company balances in re-insurance and co-insurance business, the Insurance Regulatory and Development Authority has proposed to set up an Insurance Clearing House.

“The inability of the parties to the transactions to agree appears to be the primary reason for the growing inter-company balances. It is also noticed that lack of cooperation between the companies and inadequate documentation is posing a great problem towards the efforts to minimise these balances,’’ IRDA said in the draft guidelines on ICH.

ICH would ensure timely and effective reconciliation of the inter-company re-insurance and co-insurance balances and their timely and efficient settlement of these balances, it said.

It would be registered under the Companies Act 1956 as a public limited company with a minimum paid-up share capital of Rs 100 crore and licensed under the provisions of these guidelines to act as an Insurance Clearing House.

It would be promoted by Indian insurers, reinsurers and the Authority. The Authority may offload its stake gradually over a period of time. No single insurer or reinsurer would have more than 10 per cent of the paid-up capital. The holding would be restricted to entities in insurance business licensed in India, the draft guidelines said.
New products in sync with modern times: IRDA
By Appaji Reddem, The Hindu Business Line, November 10 2013, Delhi

 

HYDERABAD: The Insurance Regulatory and Development Authority (IRDA) has so far cleared 400 renewed life insurance products ahead of December 31 deadline. It will clear the balance 60 and odd products well before the deadline, Sudhin Roy Chowdhury, Member (Life), IRDA, said here on Thursday. Speaking on the sidelines of a conference here, he said, “Now the products are cleaned up and new ones with good designs are out. They are in sync with modern times. One of the key differences between the phased out products and new ones is that there is higher death benefit for consumers which is ten times the total premium.” The idea was to ensure a big sum for the customer at the time of adverse eventuality, he said.

Following a request from the Life Insurance Council, the IRDA had extended the October 1 deadline till December 31 for insurance companies to make changes to traditional products and refile them with the regulator.

The industry, after a three year de-growth, was showing positive trends from September. The new channels of sales such as bancassurance, intermediaries, web aggregators and online sales were expected to push growth in a big way, Mr. Chowdhury said.

This apart, the insurance repository system, which was launched for life insurance policies on September 16, was also another key initiative by the IRDA to empower people, Mr. Chowdhury said.

The repository system facilitates policyholders to keep insurance policies in the electronic format. The system protects policyholders against loss of details in case of mutilation or loss of physical document.

The IRDA has licensed five companies — NSDL Database Management, Central Insurance Repository, SHCIL Projects, CAMS Repository Services and Karvy Insurance Repository — to act as insurance repositories.

Life insurers back on growth path after 3 years: IRDA
By G. Naga Sridhar, The Hindu Business Line, November 07 2013, Hyderabad

After three years of decline, life insurance business is back on the growth path, according to the Insurance Regulatory and Development Authority (IRDA).

“After September 2013, all companies have shown positive growth. The feel-good factor has come back, driven by the new product regime,” Sudhin Roy Choudhury, Member (Life), told Business Line on the sidelines of the convocation at the Institute of Insurance and Risk Management (IIRM) here on Thursday.

The new product design norms for traditional products, which are being implemented, are more ‘customer-friendly’ and helping in the revival of new business. They also provide for death benefit of at least ten times of the premium.

“There is greater business being done by agents as we have relaxed some of the norms for agents’ appointments. Bancassurance is also doing well,” he said, explaining the drivers of growth.

The industry witnessed a steep fall in business after the introduction of new guidelines in September 2010 for unit-linked insurance plans, stipulating, among others, lower commission for agents and higher lock-in periods .

Unit-linked plans, at that time, accounted for over 80 per cent of business of private life insurers. The overall premium income declined from Rs 2.91-lakh crore in 2010-11 to Rs 2.87-lakh crore in 2011-12, mainly due to a fall in Ulip sales, which are yet to recover.

The first year premium underwritten by life insurers declined 6.32 per cent to Rs 1,07,013 crore in the financial year ended March 31, 2013, from Rs 1,14,234 crore in the previous year.

This resulted in substantial downsizing of the industry, including a reduction in workforce and closure of branches.

“We have cleared about 400 new life products as per the new design norms, and only a few are pending,’’ Choudhury said, adding that sales would go up in the remaining quarters.

SUSTAINABLE? 
But will the growth trend sustain? Industry seems confident it would.

“What is important is the underlying mood of the market which is positive,” said Sandeep Bakshi, Managing Director, ICICI Prudential Life Insurance Company. The better understanding of Ulip products and attractive traditional products now being offered would boost business,” he said.

Manoj Kumar Jain, Chief Executive Officer, Shriram Life Insurance, also believes that the industry is set to grow. “We are also expecting 10 per cent growth in business this year,” he added.
Life insurance sector to see 12-15% CAGR over five years'

The Life Insurance Council, the industry body of life insurers in India, has estimated the sector to record a compounded annual growth rate (CAGR) of 12-15 per cent over the next five years.

Life insurance penetration measured as the percentage of insurance premium to gross domestic product (GDP) is expected to grow to five per cent by 2020 from the current 3.2 per cent, according to the council.

“Life insurance industry has about 36 crore (360 million) in-force policies and is a high capital-intensive industry. With favourable demographics, new products launches on the anvil, industry expanding their operations and infusing efficiencies the industry will see significant growth in India,” said V Manickam, secretary general, Life Insurance Council.

The council said favourable Indian demography — insurable population, expected to grow to 750 million and life expectancy to 74 years by FY2020 — would help achieve spurt in the preference for life insurance. Thus, life insurance, which is the second most preferred financial instrument, would drive growth in net household financial savings to an estimated 35 per cent of total savings in the next seven years, compared with a meagre 26 per cent in FY10.

The council also estimated a potential foreign exchange inflow of $10 billion in the near term, when the foreign direct investment (FDI) in insurance increases to 49 per cent,.

According to the council, life insurers also plan to expand their distribution channel and increase the number of life insurance advisers to more than three million over the next five years and is expected to contribute Rs 3.5 lakh crore towards infrastructure projects by FY20. Assets under management (AUMs) of life insurers have risen to Rs 17.41 lakh crore as on March 31, 2013, compared with Rs 1.94 lakh crore in 2000-01.

Data from the council showed the total revenue from life insurers for 2012-13 stood at Rs 4.1 lakh crore, of which Rs 1.23 lakh crore was investment income, Rs 1.79 lakh crore was renewal premium and Rs 1.07 lakh crore was new business premium.

The total benefits paid to customers by the Indian life insurance industry in most challenging period, has increased to Rs 1.91 lakh crore as on March 31, 2013, compared with Rs 1.41 lakh crore in March 2011. In addition, there has been a marked improvement in death claims settled by life insurers in terms of the number of policies as also by the amount and the time taken to settle death claims.
