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ABSTRACT

The basic aim of this Paper is to bring the readesurance professionals, insured and generaliquible
emerging performance of Indian Insurance IndustryPost Economic Liberalisation in the Insuranceubidy between
2002 to 2014. This paper will focus on how the hasige Regulator performs his duties by bring varimgulations for

better level playing of the individual insurers ado to offer various services to insured as agllo protect their interest.

Even though the insurance companies shows tremengimwth during 2002 — 2015 due to liberalizatiom a
opening of insurance sector for private playerg, Ibieel, the industry has not touched the benchkntare to various

reasons which includes rate cutting due to stiff anhealthy competitions, statutory norms and meamegmt of claims.

At the end | analyzed the probable reasons forgnotving the insurance industry as expected and gilsen
suggestion to improve the premium and reduce tiensl which will help the insurance companies tondhe profit from
the Underwriting Income because none of the Gerlemlrance companies has earned a single rupeadaswriting
profit particularly the Government owned generauimnce companies. They are showing profit of theginess due to
adding of income earned through their investment.

KEYWORDS: History of Insurance Industry in India, Life and r@&eal Insurance, Insurance Regulatory and
Development Authority, Performance of Insuranceubtdy, Market Share, Penetration and Density, Resagw Emerging

Performance, Suggestions for Further Improvement
INTRODUCTION

According to Petre & Rugg (2010) “Making a signéfig contribution means adding to knowledge or douting
to the discourse — that is providing evidence tostantiate a conclusion that is worth making. Tgaper will contribute
the society as well as Insurance Industry to urtdedsthe emerging performance of insurance indusfigr economic

liberalization and private participations and adsggest improvement in specified areas.
Insurance in India

The insurance sector in India has come a full eifidm being an open competitive market to natiaatibn and
back to a liberalized market again. Tracing theeftlgwments in the Indian Insurance Sector reve&s380 degree turn

witnessed over a period of almost two centuriegifguthe last 10 years the Insurance Industry - llitg and non life —
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has shown tremendous changes in various facetdwittudes premium underwritings, claims settlemaatv innovative

policies / products and customer services and gniees handling etc apart from changes in regulaionjrols.

Indian Insurance is a flourishing industry with emd national and international players competindg growing
at rapid rates. Thanks to reforms and the easimplady regulations, the Indian insurance sectarballowed to flourish
and as Indians become more familiar with diffeiestirance products this growth can only increagh thie period from
2010-2015 projected to be Golden Age” for the Indiasurance Industry. Further allowing the Fordijrect Investment
upto 49% in to the Insurance industry encouragertbee foreign players to enter into Insurance field

History of India Insurance

Life Insurance

e The history of the Indian Insurance sector datek lta 1818, when the Oriental Life Insurance Conypamas
formed in Kolkata. In 1907, The Indian Mercantitesslirance Ltd. set up, the first company to tranakhalasses
of general insurance business. A new era begameihndia Insurance Sector, with passing of the Lifurance
Act, 1912.In 1938, earlier legislations consolidated and amended tthbyinsurance Act with the objective of

protecting the interests of the insuring public.

e In 1956, 245 Indian and foreign insurers and provident dsetaken over by the Central Government and
nationalized. LIC formed by an Act of Parliamerig.\LIC Act, 1956.

GENERAL INSURANCE

e The first general insurance company establishethényear 1850 in Calcutta by the British. 1857, General
Insurance Council, a wing of the Insurance Assamiabf India,frames a Code of conduct for ensuraiy
conduct and sound business practices.

* In 1972,the General Insurance Business (Nationalizatiort) 2872 nationalized the general insurance business
in India with effect from 1st January 1973. 107mes8 amalgamated and grouped into four companiesthe
National Insurance Company Ltd., the New India Agsae Company Ltd., the Oriental Insurance Compady

and the United India Insurance Company Ltd. Gl@iporated as holding company for this subsidiaries.

REFORMS IN INDIAN INSURANCE

» The formation of the Malhotra Committee in 1993iaied reforms in the Indian Insurance sector. dine of the
Malhotra Committee was to assess the functionalityhe Indian Insurance Sector. This committee ais®
incharge of recommending the future path of insceam India. Malhotra Committee attempted to imgrov

various aspects of the insurance sector, making there appropriate and effective for the Indianutasce
Market.

* The recommendations of the committee put stressffaring operational autonomy to the insurance iserv

providers and also suggested forming an independgntatory body.
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FORMATION OF IRDA

e As per Malhothra committee report, the Union Goweent has enacted a new law called “The Insurance
Regulatory and Development Authority Act, 1999” bght about several crucial policy changes in thdiaim
Insurance sector. It led to formation of the Inswe Regulatory and Development Authority in 200BisTAct
curbed the monopoly of government insurance congsaaund allowed the private insurance companietaoip

the Indian Insurance Market.

» The Insurance Regulatory and Development Authorityhas its Head Quarters at Hyderabad. The Goalseof th
IRDA are to safeguard the interests of the polioldérs, as well as to initiate different policy reees to help

sustain growth in the Indian Insurance Sector.
DELINK OF GOVT GENEAL INSURANCE COS. FROM THE CLUTC HES OF GIC

In 2002, the Government of India through an exeeutirder delinked the 4 subsidiary companies ofe@an
Insurance Corporation of India viz National InswwanCompany Ltd., New India Assurance Company L@tiental
Insurance Company Ltd., and United India Insura@oepany Limited from General Insurance Corporatibindia and
made them as independent and autonomous geneuahiice companies and General Insurance CorporfEiD) as

National Reinsurance Company.

INDIAN INSURANCE INDUSTRY — AT A GLANCE

Insurance Companies in India

As on 31.12.2014 there are 59 companies registgitbdinsurance Regulatory and Development Authogityl
details are given below.

Table 1
. Non-Life | Non Life | Non Life -

LS HliE General | - Health | Specialized e
Private 23 17 5 0 45
Government 1 4 0 3 8

Total 24 21 5 3 53

Performance - Life Sector

e Premium wise

The Life insurance sector is showing tremendousvtitan terms of premium underwritten. Prior to @tization,
this sector was shown meager premium growth. 148300, the Life Insurance Corporation which is ¢timly company
to offer Life Insurance, premium was just 15,000res. Since privatization it has shown a great pramhike. During
2011-12 LIC has underwritten premium of Rs.81514&0es and Private companies premium amountimpt83,561.14
crores wheres for 2013-14 it was Rs.90,123.75 srarel Rs.29,515.48 crores respectively. During gkisod LIC has
shown positive growth around Rs.9000 crores wHageptivate companies shown negative growth. Howdweoverall

growth of Private companies and LIC being encoutaafter privatization.
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Table 2: Rupees in Crores

Type 30/9/14 30/09/13 | 31/03/14 | 31/03/13 | 31/03/12 | 31/03/11
Private 13400.24 11435.20 2951548 30745/55 33861.139361.29
Government-LIC 35833.21 37906.37 90123.y5 76487.591514.49 86444.72

Total 49233.45 | 49341.57 | 119639.23| 107233.14] 115075.63| 125806.01

* No. of Policies Issued Wise

For the period ending 31.3.2013, LIC Hs issued 85642 policies and Private companies issued @37873
policies totaling 5,34,45,015 policies where astfa year ending 31.3.2014 it was reported 3,438l1and 63,57,221 by
LIC and Private companies respectively totaling840,002 policies showing a sharp decline of pesidssued by Private

companies and marginal decline of policies issugdLiC. However, premium underwritten during 2013-3down

growth.
Table 3
Type 30/9/14 | 30/09/13 | 31/03/14 | 31/03/13
Private 2292961 2752147 6357221 17063375
Government-LIC | 7276665 17233998 34511781 36781642
Total 9569626 | 19986145 | 40869002| 53845015

* No. of Life Covered Wise

For the period ending 31.3.2013, 7, 81, 16, 532didvered by LIC where as in 2013-14, LIC has cad€, 30,
26, 460 life showing the growth @ 20%.

Table 4
Type 30/9/14 30/09/13 31/03/14 31/03/13
Private 28525203 19770995 45931733 344315%62
Government-LIC 25681555 2334414p 47094727 43684070
Total 54206758 | 43115140 | 93026460 | 78116532

PERFORMANCE — NON-LIFE INSURERS

At the of entry private players again in the fi&d2000, the entire premium underwritten by the &owment
Insurance companies around 10000 crores. But nevgolvernment companies are playing to keep theisguce in the
market very aggresively. Even there are so manglésirfor Government companies by way of Audit, \dgce and
Social obligations, they are progressing steaéfity.the period ending on 31.3.2010, the Governrimsgirance companies
underwritten premium was Rs.20,263 crores whemnal.3.2014 it has jumped to 43,295.crores jusertitan double in
5 years. The private players has increased theimjom from 15415.20 on 31.3.2010 to Rs.34,245.@8esr showing

growth at 160% - just in 5 years. This is shows tha government companies slowly losing their raaghare.

» General Insurance - Government Insurance CompanieBremium Consolidation

Table 5
Govt. Name of Co. 31/03/14 | 31/03/2013| 31/03/2012 | 31/03/2011| 31/03/2010
1 National Ins. 10244.43 9165.73 7785 6220.7 4625.11
2 New India 11523.04 10037.95 8535.68 7097.14 &142.
3 Oriental Ins 7131.28 6543.51 6043.97 5457.34 &B18
4 United India 9708.93 9266.04 8179.33 6376.35 75238
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Table 5
5 ECGC 1303.85 1157.22 1065.11 878.28 828.00
6 AICOF 3383.95 3235.25 2577.07 2587.07 2301.02
A Govt. Total 43295.48 39405.7 34186.16 28606.88 20623.68
B Private - Total | 34245.98 | 29680.28 23861.31 19359.7 15415.2
A+B Grand Total 77541.46 | 69085.98 58047.47 47966.58 36038.88

MARKET SHARE — GENERAL INSURANCE

» General Insurance Companies

Market share of Government and Private companiethélast five years shows volatile variationswNedia &

United India maintain their market shares wher@®gsntal shows decline market share and Nationalvststable and no

variation.

Life Insurance Companies

Market share of the lone Government Company Liutance Corporation of India shows a constant seatly

Table 6
Year | 31/03/14| 31/03/13| 31/03/12| 31/03/11| 31/03/10
Govt. 55.84 57.04 58.48 59.11 56.22
Pvt. 44 42.77 41.52 40.93 43.79
NIA 14.86 14.53 14.63 14.99 17.28
NIC 13.21 13.27 13.34 13.14 13.23
Ullc 12.52 13.41 14.02 13.46 14.98
(o][e: 9.2 9.47 10.36 11.52 135
ECGC 1.68 1.68 1.72 1.85 1.85
AICOF 4.36 4.68 4.42 4.14 4.14
Table 7
Company | 31/03/14| 31/03/13| 31/03/12 | 31/03/11
Govt. LIC 75.33 71.04 70.54 68.72
Pvt. 24.67 28.67 29.16 31.28

growth whereas the Private companies shows graddattion in their growth rate.

INSURANCE PENETRATION

Insurance Penetration: Comparison of India VS Selged Few Countries

Table 8
Country 2002** 2003 2004 2011 2012

LIFE | NL | LIFE | NL | LIFE | NL | LIFE | NL | LIFE | NL
us 448 | 4.9 425 5.1% 412 5.05 3.6 45 3.7 4.5
UK 10.19| 4.56| 8.62| 4.7 8.97 3.68 8.7 3.1 8.4 P.8
RUSSIA 096| 1.81 1.12] 191 1.1y 1.0 0.1 2.3 o1 1.2
JAPAN 864 | 222/ 861 220 8.26 2.25 8.8 2.2 92 2.3
INDIA 259 | 0.67| 2.26| 0.62 253 0.6b 3.4 0.7 3.2 .8
PAKISTAN 0.24 | 0.39| 0.24| 0.394 0.2§ 0.43 0.4 Q.3 0.40.3
SRILANKA | 055 | 0.74| 055| 0.74 060 0.7]7 0.4 0.6 0.50.7
WORLD 476 | 3.38) 459 348 455 346 3.8 2.8 3.7 P.8

*|nsurance penetration is measured asration (in percent of premiumto GDP)
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** Data relates to calendar year *** IRDA Annual Report

Insurance Density: Comparison of India Vs Selecteffew Countries

Table 9
Country 2002 2003 2004 2011 2012
LIFE NL LIFE NL LIFE NL LIFE NL LIFE NL
us 1662 1799 | 1657 1980 1692 2062 171Fb 2130 1808 9 2P3
UK 2679 1199 | 2617 | 1441] 3190 1318 3347 1188 3255 4109
RUSSIA 23 43 34 64 24 89 0.8 295 12 17Q
JAPAN 2783 714 3002| 768 3044 830 4138 10B1 4142 4102
INDIA 11.7 3 13 3.5 15.7 4 49 10 42 10.5
PAKISTAN | 1.7 1.7 1.1 1.8 1.5 2.2 4 4 5.3 3.4
SRILANKA | 1.0 6.1 5.3 7.1 6.2 7.9 15 18 14.8 18
WORLD 247 175 267 2.2 291 220 378 283 372 2838

*nsurance density is measured asratio (in Per Cent) of premium to total population
** Datarelates to calendar year *** IRDA Annual Report
INSURANCE PENETRATION AND DENSTY IN INDIA

The measure of insurance penetration reflects theth of insurance sector in a particular countngurance
penetration is measured as the percentage of msi@remium to GDP where as the density is caledlat the ratio of

premium to population (per capita premium).

Insurance Penetration and Density* in India from 2@1 to 2012 are Produced below

Table 10
Life Non-Life Industry
Year | Density | Penetration | Density | Penetration | Density | Penetration
(USD) %age (USD) %age (USD) %age
2001 9.1 2.15 2.4 0.56 11.5 2.71
2002 11.7 2.59 3.0 0.67 14.7 3.26
2003 12.9 2.26 3.5 0.62 16.4 2.88
2004 17.5 2.53 4.0 0.64 19.7 3.17
2005 18.3 2.53 4.4 0.61 22.7 3.14
2006 33.2 4.10 5.2 0.60 38.4 4.80
2007 40.4 4.00 6.2 0.60 46.6 4.70
2008 41.2 4.00 6.2 0.60 47 4 4.60
2009 477 4.60 6.7 0.60 54.3 5.20
2010 55.7 4.40 8,7 0.71 64.4 5.10
2011 40.0 3.40 10.0 0.70 59.Q 4.10
2012 427 3.17 10.5 0.78 53.2 3.96

*|nsurance density is measured asratio (in Per USD) of premium to total population

*|nsurance penetration is measured as ratio of premium (in USD) to GDP (in USD) *** IRDA Annual
Report

"As far as Life insurance concern, the Density ineseased from 9.1 (USD) in 2001 to 42.7 ((USD)2Dbi2
where as for Non-life, it has increased from 2.6 to 10.5% for the same period. The penetratemegntage increased
from 2.15 to 3.17% for Life and 0.56 to 0.78 forrNiife between 2001 to 2012.
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ANALYSIS OF REASONS FOR EMERGING DEVELOPMENTS IN IN DIAN INSURANCE INDUSTRY
e Emerging Development Due To Regulator - IRDA

IRDA becomes one of strict and stringent RegulaBuccess cannot be come overnight without making an
efforts. IRDA has worked hard to bring the entimsurance business with its regulations controllations are seriously

viewed and heavily fined.

Since its incorporation as a statutory body in A@000 has fastidiously stuck to its schedule @firfing
regulations and registering The other decisionrtaimultaneously to provide the supporting systenthe insurance
sector and insurance companies was the launchedRBA'’s online service for issue and renewal oéfises to agents.
The approval of institutions for imparting training agents has also ensured on at later stagee $&iog set up as an
independent statutory body the IRDA has put inaawork of globally compatible regulations. In grivate sector 24

life insurance and 29 general insurance compaies heen register.

The Authority has notified 27 Regulations on vasigssues which include Registration of Insurersgyuraions
on Insurance Agents, Surveyors, Brokers, TPAs, fteamce, Obligations of Insurers to Rural and Soséctor,
Investment and Accounting Procedures, File andgusdelines, Protection of policy holders interet. €Some of the

important regulations of IRDA are explained below
* Regulations on File and Use Guidelines

From 1.4.2007 IRDA has made mandatory to file tipeaducts with the IRDA and get approve then taibed.
This system is called FILE AND USE guidelines oDIR Even the pre IRDA products also to be filledmiRDA under
File and Use Guidelines. This regulations monit@r insurer about their product and its pricing. pheducts should not
be sold more than the rate filled with IRDA.

This File and Use guidelines prevent the insureruioethical price competition and also promotindgedgve
products in the market. Hefty fine levied by théDl®for non compliance of File and Use Guidelined awen they have

the authority to cancel the license itself.
» Regulations on Protection of Policy Holders

On 16.10.2002, the IRDA has issued a regulatiomsdtect the Policy holders interest vide InsuraRegulatory
and Development Authority (protection of policy tlets interest) Regulations 2002. Salient Featufeki® regulations

are given below:-
» This Regulation is application to all insurers ures agents and insurance intermediaries.
* This Regulation is addition to any other regulasiomade by the Authority.

» Point of sale — the insurer / his agents to clespigil out the scope of benefit / terms and coowigtiat the time of

selling the policy

e Proposal is must for each and every insurancerénsinas to give a copy of the proposal within3Bedays of

acceptance of the same. The proposal should beyinree of approved Indian language

» Extending the nomination facility
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e Claims procedures — claims should be settled watipulated time
e Policy holders service — Time bound service
REGULATIONS ON INVESTMENT

IRDA has issued separate regulations on Investimgrhsurance Companies. Investment income is orntbeof
major source of income for Insurance companiethdfinvestment are not made properly, they havsedbe investment

income. To overcome this crisis, IRDA issued vasioggulations in this aspect.
REGULATIONS ON REINSURANCE

The Regulator want to retain the maximum reinsugeenium within the country and give chances tdippate

all Indian insurers in the Indian Reinsurance pool.

Objective of Reinsurance Programme (1):Maximum retention within the country (2) Developeguate

capacity (3) Secure the best possible protectioth®reinsurance cost incurred (4) Simply the adstriation of business

e Every Indian Insurance company has to submit theinsurance proposal to IRDA 45 days before

commencement of accounting year

» After 30 days of commencement of Financialyear,ngvesurer has to submit their reinsurance treattaits

including the list of reinsurer and reinsuranceagements.

Sharing of Reinsurance Premium 1 Indian reinsurers should organize domestic poolgv&ry insurer shall give
opportunity to India reinsurance 3. After the pdd% to any other insurer 4. 50% of reinsuranceness to be retrocede
to the Ceding insureBecause of stringent regulatory norms, Indian Insurers are having strong reinsurance backing
for their risk.

HEALTH INSURANCE REGULATIONS, 2013

Health insurance is a single largest portfolio em-ife insurers after motor insurance. Health ¢ibuig around
25-30% total premium of insurance companies. IRD¥D granted five companies to do the business altthénsurance

exclusively. Performance of standalone health Enste companies are given below :-

Table 11
Year Star health | Max Bupa | Religare | Apollo Munich
2011-12| 8,085,078 509,163 0 3008239
2012-13| 5,112,286 1,283,719 816,435 4421296

Total Health Insurance Premium procured by all N@a-Insurers since liberalization has increasednintiple

fold within 10 years from the premium of Rs. 944ress in 2003-04 to Rs.12941 cores in 2012-13. (pnenand claims in

crores)
Table 12
Year No. of | No. of | No. of Premium | Claims Claim Paid
Policies | Members | Claims Ratio
2003-04 22.65 83.61 3.6 944 784 83
2004-05 20.59 89.87 5.55 987 944 96
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2005-06 | 38.28 163.45 10.16 1947 1747 91
2006-07 311 179.07 10.6 2820 2198 78

2007-08 37.9 241.21 14.36 2758 2904 105
2008-09 | 45.75 327.1 20.81 3976 4087 103
2009-10 | 68.84 458.98 32.63 7803 7456 96
2010-11| 77.42 528.08 38.43 10937 107p7 99
2011-12| 82.25 291.34 25.91 10942 8499 78
2012-13 94.1 347.46 35.17 12941 8783 68

Health Insurance Regulations 2013: Salient features
» Grace period for Renewal of policy — 30 days
» Sr. Citizen — who has completed 60 yrs or moreherdiate of commencement / renewal
*  Group Mediclaim — 1 year contract only
» File &Grace period for Renewal of policy — 30 days
* Renewal can be denied — Mis-representation, fraoid;disclosure & Moral Hazards
e Free look in period at inception

e Cost of Medical expenses should be included inptieenium in general. If the terms is one year os lest less

than 50% expenses shared by Insurance Companies.
* Insurer to provide list of Institutions where sudkdical examinations conducted
» Portability — as per rules
* Permitted non-allopathic treatment at Govt HospialGovt. approved Institutions
e Settlement including rejections within 30 days friast documents. No piecemeal — collection of dosis
e All data including underwriting, claims & report lsaptured in electronic format and maintained.
e The insurer and TPA are responsible for promptisero policyholders
» Change in TPA — 30 days notice before effectingctienges.
» Details of TPA should be provided to Insured.
IRDA REGULATIONS ON THIRD PARTY ADMINISTRATORS (TPA ) —-HEALTH INSURANCE

The Introduction of TPAs was made by Insurance Regry and Development Authority (IRDA)with adveuit
TPAs (Third Pary Administrators — Health Servic&ggulation in order to infuse a new managementesysind to
regulate the healthcare services and costs. I aibels, the prologue of TPAs was made on the d@agiea to ensure to
better services to insurers as well as to insufdere are 26 TPA — Health services on the apprdigedf IRDA
on30.11.2014. The role of TPA includes :-

e Collect all the records of medical insurance fréw insurers

* Issue Identity cards to the policy holders
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* Incase of claims, policy holders to inform TPA2hhrs helpline

e TPA will direct the policy holders to hospital wieeTPA has arrangements Where there is no TPA agmem

with hospitals, TPA will process the claims on reimsement basis and Issue authorization letteos$pitals
» To follow the patients / hospital and collect thiéstand records and settle the claims
» Insurer will pay service charges @ 5.5% to the TAhe premium amount.
REGULATIONS ON MICRO INSURANCE — OBLIGATIONS OF INS URERS

Insurance Regulatory and Development Authority {@dilons of Insurers to Rural Social Sectors Repra,
2009) envisage that — every Insurers who begimsatoy on insurance business after the commenceofigéhe Insurance
Regulatory and Development Act, 1999 (41 of 1988y the existing insurers shall, for the purpodeseotions 32B and
32C of the Act, ensure that he has obliged to catriRural and Social Sector Insurance as preschiesuthority time to
time.

REGULAIONS OF MOTOR THIRD PARTY INSURANCE

The Major Portfolio of Non-life insurance companisdviotor Insurance which is accounting for morartt35%
of their total premium. Till 2007 the Motor thirdgmium is not increased by IRDA due to want to datamotor third
party claim payment. Since 2007, insurance comgaaide to generate the motor third party claim cetd the same
being submitted to IRDA every year. Based on thg,ItBe IRDA increased motor TP premium every yedrthere is not

increase in OD premium till date but offering disnbincreasing year by year.
e Motor Third Party Insurance Pool

Third party motor insurance is the only insuranoadpct in India mandated by law. This means that bas to
drive the vehicle on public road is bound under khator Vehicles Act, 1988 to have a minimum thiraky motor
insurance policy. The primary function of third fyaliability insurance is to protect the InsurediBy Holder in the event

of an accident causing bodily injury and/ or destld property damage to third parties.

The third party pool was created because of sugigly constraints. Distribution of the cover wasitit because
more efforts were put by industry participants ¢heo products. On 1st April, 2007 Indian Motor ThiParty Insurance
Pool (IMTPIP) was setup by all General Insurersnidia. The main objective behind this was to makailable Third
Party Insurance to all commercial vehicle ownemseasonable rates and terms and to distributeoses$ on this account
to all market participants. The premium for thedhparty liability cover is limited however the oigs are unlimited. The
lack of balance between the premiums paid andliiplmmcurred has led to an adverse claims ratgpeeially with regard
to commercial vehicles. Currently non-life industsyexperiencing huge losses on account of thisfgimr. Since the
guantum of losses from the pool is huge, the insuaee under heavy strain. They requested the IRDdismantle the

poor, IRDA also accepted their views and dismarithedpool.
e Third Party Insurance Decline Pool

In December 2011, Insurance Regulatory and DevedoprAuthority (Irda) dismantled the commercial dhir

party (TP) motor pool and decided to form a 'dexdirpool, effective April 1, 2012. The move haduased importance, as
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it freed the pricing model and gave insurers rigbtprice vehicles based on claims. Under the dedlpool, insurers have
the right to refuse or decline third-party insuriifat finds it too risky an asset to underwritéhis declined vehicle would

then be given a cover by another insurer
REGULATION ON GRIEVANCES

IRDA has e-grievance system in their portal. Anygrégved / disappointed insured can approach theAIRD
grievance mechanism to redress the same. ApartthianlRDA has instructed all the insurer to havgrievance system
called UGMS. The registered grievances will be keged to the next higher official of the compartyit has not redressed

within stipulated time frame.
» Emerging Performance Due to Initiatives of Governmat of India
e Foreign Direct Investment

Foreign Direct Investment (FDI) in India is subjéatcertain Rules and Regulations and is subjeprédefined
limits (‘'Limits") in various sectors which rangeiin 20% to 100%. There are also some sectors inhwid is prohibited.
The FDI Limits are reviewed by the Government frisme to time and as and when the need is felt dpidig-allowed in
new sectors where the limits of investment in thisteng sectors are modified accordingly. In ordemrevise the FDI
Limits to attract more foreign investment in Indidle Union Government constituted a committee nanfedind
Mayaram Committee headed by the Economic Affairr&@ary. On Tuesday, 16th July, 2013, the Governrapproved
the recommendations given by the Arvind Mayaram @ittee to increase FDI limits in 12 sectors outtaf proposed 20

sectors, including crucial ones such as insurashefense and telecom.

Currently, Indian promoters are finding it diffittb continue investing additional capital requifed growth.

Experts say, 49 per cent increase should be pesitid will help the industry to gain additional R800 crores.

According to data on the website of Life Insura@mauncil, an umbrella body of life insurers, as oarkh 2013,
insurers have deployed around Rs 34,200 crore pitacé the life insurance industry. However, belithe existing

automatic route, the additional investment hastiodv the Foreign Investment Promotion Board (PHIRRIte.

Girish Kulkarni, Managing Director and Chief Exeigat Officer of Star Union Dai-ichi Life, says, "Thaove
will help the industry, particularly existing plageold and middle-level companies. With tax sopss l@ope its a

beginning of "acche din (better days)" for the lifsurance industry.".

Insurers have welcomed the move considering it dehd to product innovation, better customer servi
mechanism and higher insurance penetration indbatcy. From March 2015, Government of India alldved! 49% FDI

in insurance sector.

¢ Financial Inclusions

Government of India launched an ambitious projefctFonancial Inclusion” to provide Banking and othe
Financial Services like Life and Non Life Insurartoethe Rural population. Initially starting witixgansion of Banking
network to the Rural areas, it was decided to ektie reach of Insurance facilities. Accordingllye tPSU Non Life

Companies were advised to open Offices in unreptedg¢owns upto Tier-1V level with a populationX@000 and more.
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On the basis of the list of unrepresented towns figer-I to Tier-1V, 2050 Micro Insurance officeseve opened
by the GIPSA companies under financial inclusiohsidow. Business Correspondents are appointed daykB to provide
banking service to unbanked areas. Under Finano@lsion Programme, they will also market Life aNdn Life
insurance products, especially Micro Insurance.ifiss Correspondents are being mapped to variosiatipy offices

including Business Centres for necessary servippat

Presently IRDA has approved 15 micro insurance yetsdunder file and use guidelines. Without therapsl,
insurance companies are bared for selling any niigorance products. Even for a change in theiagigtroducts should
be approved by IRDA. All the Government owned lasime companies - Life and Non-life - opened moem th0,000

micro offices at unrepresented areas till now.

The Insurance Business in India is considerablysanctly monitored by IRDA — the regulator. Frequsurprise
checks and audit of regulator keeps the insurettsesittoes. Stringent norms and hefty penaltiedertae insurer to follow
the regulations with letter and spirit. If you ¥isRDA website, you can note the penalty imposedRRA against the
insurers which runs in to crores. IRDA becomes afntne world’s stringent regulator and working aseal watch dog for

the benefit of insured public.
Suggestions to Enhance Further the Performance ohdlian Insurance Industry
e  Premium

We have witnessed the emerging performance of tithah Insurance Industry after liberalization and
globalization. The tremendous growth started froB®2 and it continues till now not only in terms iotrease of
premiums but it includes improved claims settlersgiticreased in total policies issued, customesfaation, online

insurance, solvency margin etc.

The premium is increased Whether the profit iseéased? Not at all. It is surprise to note that noh¢he
Government non-life companies earned profit outuafierwriting income till now. The profit generatédm the
Investment Income is added to the underwriting meand shown as profit. It is 100% true. This ipligpble to private

insurance companies also.

The profit has to be earned from the business wnitten during the year. The profit earned by undé@mg is
the real profit and not profit earned by investmdntvestment income is dynamic and not static. Bet underwriting

income will increase if your underwriting is pruden

The one and foremost reasons for underwriting ilsisie to discount and rate cutting. | underst&idA has not
touched this aspect so far. As per IRDA File an@ gsidelines, every insurer has to file their faésed on their past
experience with IRDA before launching their prodddtis is maximum rate chargeable for that parsicpiroduct. But the

insurers are free to charge any rate less tharatbdiled with IRDA.

This practice will make the file and use guidelimssmockery with concern to rate chargeable. Famgle, rate
chargeable as per rate filed with IRDA to covergas factory under fire insurance is 1.50 per Miltiut the insurance
company is offering 95% discount and charge onlyd@?the rate filed with IRDA ie Rs. 0.075 per milethe premium

and Rs.1.425 per mille is the discount. Imagine naweh premium loss to the insurance just in theeafrtcompetition.
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The IRDA should fix minimum premium for each andegy product filed with them instead of maximum
premium chargeable to avoid this cut through coitipet This action certainly increase the insuracempanies premium

income and improve well their profit margin draatig.

e Claims

The major killers of insurance companies are frelaéms and exaggerated claim amount. The thirdypadtor

insurance claims and health insurance claims ta§ermshunk in this account.

Third Party Motor Claims : There is no fixed claim amount for death and mpjalaims as in AIR and Rail
accidental claims. The motor third party claimsgbg age and wage. Age can be proved by in majofibases proving
wage is very difficult. In most of the times, thesiurance companies accept the court award inwatabut any contention
/ appeal due to lack of documentary evidences. IRI2A stipulate certain limits for compensation seaf death and
injuries on line with Rail and AIR accidents. Evdie government can also fix compulsory stamp datgmount claimed
by the claimant under Motor TP claims since moghefState Government exempted the stamp dutyisms$pect which

resulted filing of huge amount of claim under Tébility.

Health Insurance Claims: The Central Government has National Health Pddiogl not Regulations on Health
providers. In the absence of such regulations baelth providers charge the rates as per their.Wists is resulting huge
loss to the insurer under health insurance and iatsease the premium to individuals every yearcedRdy IRDA has
made insurance companies compulsorily to followl@®B 10 PCS for health procedure coding but stillragulations on
health providers. The regulations on health prawdeill certainly curtail the fraud claims and disjty in the expenses.

IRDA has to take concrete steps to stop the dridioss under this head.

The portfolio of general insurance companies césisib(1) Fire (2) Motor (3) Miscellaneous. Hedlltlsurance is
part of Miscellaneous Insurance. Motor and Heatdthsists 60-70% of total business any general imegr@ompanies. If
the insurer avoids the rate cutting in the nameawhpetition and if the IRDA brings certain stringerrms on (1) the
minimum premium for the risk as per the rate fillwidh them (2) Regulations on limiting the claim @mmt on Motor
Third party death and injury claims on line withRdand Railways and (3) Regulations on Health prengdvith respect to
their charges, treatment guidelines etc.. certaiilyimprove the premium income as well as deceethee out go on TP

and health claims.
CONCLUSIONS

Success of the insurance will be promptly measuvbdn everyone is covered under the Insurance agid th
assets are protected from the unforeseen everits.isLuncertain but the loss of life and injuriégss or damages to

property is not certain but it can happen. Insueaa&e cares the uncertainty

The Indian industry has seen a sea change acsitter economic liberalisaion in Insurance seitt@000.. The
changes brought new insurance companies, new pydurice differentiation, improvement in claim tkanent, broken
the monopoly of government companies and policydéid are protected by statue. The performance irémce
companies improved in terms of premium and claittlesaent. It created job opportunities. The ecoroneforms in

Indian Insurance is really to be a boon for theubtdy.
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