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How to become insurance-free and make crores instead of paying pricey
premiums?
•

•

•

•

•

•

•
•

Why do you buy a term life insurance policy? The most obvious answer anyone may give is to ensure
the financial security of the family if something happens to the breadwinner. But, have you ever
thought about other ways to achieve this goal of financial security?
Before the arrival of the concept of life insurance, people covered themselves and their families
against financial uncertainties by building wealth in the form of Gold or land. When cash became the
main driver of all financial transactions, people even hoarded cash in their homes to be ready for any
unexpected life events.
But now there are multiple ways of building wealth or securing yourself against financial insecurities.
While term life insurance is considered a good option for this purpose, Author Deepak Mullick has
shown in his upcoming book “SimplyMutual: the 1% formula to gain your financial freedom” that
you may financially secure yourself also by building a significantly large corpus by investing in equity
mutual funds through a goal-based approach.
When Mullick became a first-time dad at the age of 30, he wanted to build a corpus of Rs 1 crore
so that his family will get the amount if something unexpected happens to him. After calculating
all sources of his income, Mullick assumed he may be able to add a corpus of Rs 20 lakh every five
years. So instead of buying a single term life cover of Rs 1 crore, he purchased five term life insurance
policies of Rs 20 lakh each with 5, 10, 15, 20, and 25-year maturity.
Mullick had planned that he would keep ending a policy as soon as he would add an amount equal
to its maturity value to his corpus. This way, every five years he would add Rs 20 lakh to his corpus
and stop paying a premium for one policy. By 25 years, he would have a Rs 1 crore corpus for his
family and won’t need to pay the pricey premiums required for a term life insurance policy. However,
Mullick didn’t have to wait for 25 years to build a corpus of Rs 1 crore.
Mullick shares in the book that with a systematic approach he was able to build Rs 1 crore in just
7 years and cancel all the insurance policies! And that Rs 1 crore has grown into a lot more since
then. If Mullick had purchased a term life insurance policy of Rs 1 crore, he might have ended most
of his earning years in paying insurance premiums. But through clever planning, he not only became
insurance-free but also grew his wealth “a lot more” than Rs 1 crore.
Mullick has shared several interesting insights on growing money in the book. The above one is
particularly interesting as it shows it is possible to become insurance-free.
However, one needs to always keep in mind that investing in mutual funds or equity markets is
subject to market risks. And it is always advisable to take guidance from an experienced financial
advisor before making investment decisions.

Source: http://insurancealerts.in/MasterPage/MediaView/22784
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Five Insurance Companies in India that Takes CSR Seriously
LIC
•

•

LIC is a government-owned life insurance company in India. The company as a responsible Corporate
Citizen has been fulfilling its social responsibilities from time to time. LIC Golden Jubilee Foundation
was established on 20.10.2006 as a part of LIC’s Corporate Social Responsibility. The objectives of
the LIC Golden Jubilee Foundation are promoting education, health, relief of poverty or distress and
advancement of other objects of general public utility.
The Foundation has supported projects ranging from construction of Hospitals, School buildings
and classrooms, library, computer centres, Old age homes, Hostel buildings for children in tribal
areas, Vocational training centres for differently-abled persons to provide infrastructural facilities to
needy persons in different pockets of the country. We have also provided funds for the purchase of
school buses for transportation of differently-abled children and Ambulances for transportation of
patients to Hospitals. The Foundation has supported a cochlear implant programme for children from
economically weaker sections of the society spread across the country through KEM Hospital, Pune.
LIC Golden Jubilee Foundation has reached out in areas where natural calamities have devastated
human life and provided infrastructural support to orphan children through NGO’s.

HDFC Life
•

•

•

•

HDFC Life is a long-term life insurance provider. The company believes that the edifice of longterm sustainable business growth can be established only on a strong and ethical foundation. The
company focuses its CSR programmes on education, health, livelihood, environmental sustainability,
and many other causes.
The company has undertaken various projects under the education framework that focus on
impacting underprivileged children with the primary aim of promoting a better quality of education
and holistic development, thereby bridging educational inequity. The company has contributed
in ensuring ease of transportation for around 200 underprivileged school children in Tamil Nadu,
resulting in a reduction of expenses incurred by their parents on transportation and thereby removing
a barrier to education. Through one of its other projects undertaken in Karnataka, civic literacy and
awareness are being imparted to children studying in class 8th in 29 lower-income schools ensuring
not only academic development but a long term impact through creating responsible and aware
citizens of India.
The company has been utilising its CSR energies to provide a livelihood for persons with disabilities.
HDFC Life has undertaken a project in Karnataka that involves providing vocational training to
around 200 differently-abled youth and ensuring at least 80 per cent placement.
HDFC Life has also contributed towards environmental sustainability through a large scale tree
plantation initiative to plant, sustain and grow 4,500 trees in Gurgaon across 3 years.

Max Life Insurance
•

Max Life Insurance, one of the foremost life insurance companies in India, believes in contributing to
the social and economic development of society. To this aim, the company is making CSR contributions
in Literacy, Healthcare, Environment, and Skill Development.
www.ratnaafin.com
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•

•

When it comes to mass awareness about financial planning, India lags behind its global counterparts.
To make sure that our next generation is well informed about the best practices in personal finance,
Max Life Insurance is working tirelessly to drive financial literacy and insurance awareness program
for school students. This started with its school contact program.
A large section of our society lacks access to basic healthcare amenities. Max Life Insurance is
committed to contributing in this direction and is working on multiple healthcare projects across
the country. The company believes that awareness about the causes of a disease is the most decisive
step towards creating a healthy society. From time to time the company organises health and
environment awareness programmes. Max Life Insurance, with an aim to modernise rural India,
has adopted Dhakrani village in the Dehradun district in Uttrakhand in 2015. Max Life Insurance
and Max India Foundation identified healthcare, sanitation, safe drinking water and environmental
protection as the immediate needs.

Future Generali
•

•

•

•

Future Generali India Insurance Company Limited is a joint venture between India’s leading retailer
Future Group, Italy based insurance major Generali providing general insurance services in India.
Future Group has been always involved in initiating and supporting various CSR activities in India
and has targeted sustainable development though three principal aspects namely (i) Inclusive
Growth, (ii) Community Driven Development and Environmental Responsibilities.
Generali Group on the other hand has over the years demonstrated its social commitment and respect
for the environment by supporting and participating in the UN Global Compact, the UN initiative
promoting the engagement of companies to support and implement the 10 universal principles
on human rights, labour, environment and fight against corruption. With the objective of making a
positive and long-term, sustainable impact on the community, Future Generali India Life Insurance
initiated its first CSR project in Maharashtra. This project has been launched in partnership with The
Energy Resource Institute (TERI) to provide clean lighting to un-electrified households through the
Light a Billion Lives (LaBL) campaign.
Lighting a Billion Lives is a global initiative that facilitates access to clean lighting for poor communities
across the world. It was launched in 2008 and enables communities to transition from harmful
kerosene-based mediums to cleaner, more efficient and sustainable lighting alternatives through
an entrepreneurial model of energy service delivery. Under the initiative, the company adopted
7 hamlets (small villages) in the Jalgaon block of Buldhana district in Maharashtra (India), which
covered over 140 households and over 500 villagers. The financial contribution towards this project
was used to erect solar panels for each household in the targeted villages, with each household
getting two solar connections – one for electricity and one for mobile charging.
The company has launched the SNEH program which is aimed at addressing the health, environmental
and education-related causes in society. Under the program, with an aim to uplift society, the company
promotes an open and transparent dialogue between the community and itself to understand the
challenges faced by the people. With the consensus of all beneficiaries, it resolves to support socially
relevant interventions under the fabric of sustainable development. The approach instils a sense
of ownership within the community and helps in building a strong sense of togetherness in their
mutual struggle of social and environmental concerns.
www.ratnaafin.com
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ICICI Prudential Life Insurance
CSR has been a long-standing commitment at the ICICI Group and forms an integral part of the
Company’s activities. The Group’s contribution to social sector development includes several pioneering
interventions and is implemented through the involvement of stakeholders within the Company, the
Group and the broader community. ICICI Prudential Life’s CSR objective is to pro-actively support
meaningful socio-economic development in India and enable a larger number of people to participate in
and benefit from India’s economic progress. This is based on the belief that growth and development are
effective only when they result in wider access to opportunities and benefit a broader section of society.
The Company’s CSR activities are primarily focused in the areas of education, health, skill development
and sustainable livelihood, financial inclusion, capacity building for CSR and other activities as the
Company may choose to support in fulfiling its CSR objectives. The Company supports programs and
initiatives keeping “protection” as the core proposition and cornerstone of all its CSR initiatives since
“protection” is core to the Company’s business.
Source: http://insurancealerts.in/MasterPage/MediaView/22784

Why India’s public health insurance doesn’t work very well – and how it
can be fixed
Three years after the Ayushman Bharat-Pradhan Mantri Jan Arogya Yojana was launched in September
2018, the scheme has been unable to meet one of its most important objectives – of providing “cashless
and paperless” access to healthcare for patients at the point of care.

The “world’s largest government-funded
healthcare program” was a step towards
Universal Health Coverage, the government
said, and would provide quality health
services to eligible patients and protect
them from financial hardship.
However, as a study from Chhattisgarh
has found, PM-JAY has failed to plug
the shortcomings of previous publicly
funded health insurance schemes – it has
not decreased families’ out-of-pocket
expenditure on health or increased use of
hospital care substantially. In addition, it
does not offer outpatient consultation, and
the programme is underfunded to support

its beneficiaries, we found from studies and speaking to experts.
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What is PM-JAY?
•

•

•

•

Ayushman Bharat aims to provide 110 million “poor, deprived rural families” and specific occupational
categories of urban workers’ families, such as those of beggars, rag pickers, domestic workers and
street vendors, with an annual family health insurance cover of up to Rs 5 lakh for the treatment of
diseases that cannot be cured at a primary healthcare centre. The beneficiaries were selected based
on 2011 Socio-Economic and Caste Census.
PM-JAY subsumed two other centrally sponsored schemes – the Rashtriya Swasthya Bima Yojana,
which was launched in 2008 and insured families of informal sector workers below the poverty
line for up to Rs 30,000 per family, and the Senior Citizen Health Insurance Scheme, which was
launched in 2006, and provides an additional Rs 30,000 for every senior citizen in families eligible
for Rashtriya Swasthya Bima Yojana.
PM-JAY is India’s largest public-private partnership, wrote Sulakshana Nandi, the national joint
convenor of the People’s Health Movement, a grassroots network of health activists and organisations.
The government enters into a contractual agreement with private and public hospitals – called
Empanelled Health Care Providers – which undertake to provide services and treatments at fixed
rates. The government forbids these hospitals from charging any additional payment to cover any
part of the medical expenses, called “co-payment”.
The central scheme is implemented at the state level by State Health Agencies, as health is a state
subject in India. As on May 18, 33 states and Union Territories have implemented this scheme.
While Delhi and Odisha stayed out of the scheme, West Bengal had reportedly joined the scheme but
withdrawn on January 10, 2019

No outpatient consultation
•

•

•

Daily wagers, the targeted beneficiaries of PM-JAY or the precursor Rashtriya Swasthya Bima Yojana,
avoid hospitalisation so as not to lose their daily income. So, it is important that insurance cover
expenditure on OPD facilities, diagnostic tests and medicines for non-hospitalised care, according
to a 2020 study on previously run pilot projects on the incorporation of OPD into RSBY in Odisha,
Gujarat, Punjab, Andhra Pradesh, Mizoram and Uttarakhand.
The National Statistical Office’s Health Survey does not collect data on people availing OPD facilities.
However, people who do not need hospitalisation outnumber those who do by 135 times in rural
areas and by 122 times in urban India, show data from the 75th NSO health survey.
Unlike PM-JAY, the Central Government Health Scheme for employees of the central government
provides OPD consultation at the rate of Rs 150. Overall, the Chhattisgarh study found that public
health insurance resulted in only a small increase in access to healthcare facilities: 6% of those
enrolled in PM-JAY and the state’s Mukhyamantri Swasthya Bima Yojana utilised healthcare facilities
compared to 5.7% of those who were not enrolled in the programme.

Inadequate funding
•
•

The budget for PM-JAY is split between the centre and state in the ratio of 60:40 for all states, other
than the northeastern and hilly states where the break-up is 90:10.
The central government had allocated Rs 6,400 crore in 2021-’22 to PM-JAY, but revised estimates of
the budget reduced it to Rs 3200 crore. In 2020-’21, 31 states and Union Territories were allocated a
total of Rs 2,544.09 crore lower than the Rs 2,992.93 crore in 2019-’20, as per a Lok Sabha response
www.ratnaafin.com
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•

•

in August 2021. “Healthcare is chronically underfunded in India and in many states and rural areas
there is a shortage of hospitals,” Nachiket Mor, visiting scientist to the Banyan Academy of Leadership
in Mental Health, told IndiaSpend.
“State government allocations towards health care are close to 1.25% of their Gross State Domestic
Product – of which about 0.25% comes from the central government. 1.25% is a very limited amount
of money as the required sums for comprehensive healthcare are close to 4% to 6% of Gross State
Domestic Product for each state,” Mor explained.
Programmes like PM-JAY run the risk of further fragmenting the provision of healthcare; not only
can they not address hospital supply gaps but by reducing the money available to the state health
departments they may even delay the creation of such critical infrastructure, Mor added.

Source: http://insurancealerts.in/MasterPage/MediaView/22784

General insurers see Covid claims rise amid surging cases
•
•

•

•

•

•
•
•

•
•

surge in infections. Some players are now thinking of increasing the premium to meet the demand.
“The number of claims is increasing very rapidly as Covid infections rise. Claims are very high and
are affecting the industry badly,” said MN Sarma, Secretary General, industry body General Insurance
Council, adding that some hospitals continue to charge high fees for treatment.
According to GIC data, as many as 10.26-lakh Covid-related claims worth ₹14,849.53 crore were
filed as on April 12 this year. Of this, 8.81-lakh claims amounting to ₹8,029.33 crore have already
been settled.
“Claims are increasing. We are getting numbers like in August and September last year. The important
thing is that there are more defined protocols for home isolation and hospitalisation,” said Anand
Roy, Managing Director, Star Health and Allied Insurance.
The insurer has been getting 600-700 Covid-specific claims a day of late, which had fallen to 100 to
150 a day in December and January, he said. The insurer paid out 1.31-lakh Covid claims last year
amounting to ₹1,326 crore.
Bhabatosh Mishra, Director, Underwriting, Claims and Product, Max Bupa Health Insurance, said
Covid claims dented the insurer’s loss ratios during the first wave itself.
Cashless claims double
“At Max Bupa, in the last seven days, Covid claims in the form of “cashless claims” have more than
doubled and are rising at a very fast pace. Initially, in the second wave, the number of Covid claims did
not match the number of cases. But now, the pace at which the cases are increasing is fast catching
up with the trends seen in the first wave,” he said.
Covid infections have seen a sharp surge in recent weeks, overtaking the peak of last year. However,
some insurers are still on a wait-and-watch mode.
“Yes, there has been a rise in Covid claims, but it being one time may not result in price increase for
many companies,” said Rakesh Jain, ED and CEO, Reliance General Insurance.

Source: https://www.thehindubusinessline.com/money-and-banking/general-insurers-face-rising-covid-claims/article34318101.ece
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IRDAI working group for introduction of index-linked insurance
products
•
•
•

•

•

•

•
•

A working group of Insurance Regulatory and Development Authority of India (IRDAI) has recommended the introduction of Index-Linked Insurance Products (ILIP).
ILIP is an insurance product where the returns are linked to benchmark indices.
In its report submitted to the regulator, the group, which was formed by the regulator last year,
said the relevance of ILIP is “further enhanced, in the current context of volatile investment markets leading to the customer preference for guarantees”.
“ILIPs could be an apt alternative or complimentary option to the current conventional guaranteed
products (including annuities and savings products) and ULIPs, particularly in the context of volatile investment markets/ stressed interest rates,” it said.
For the annuity product with return of purchase price, the panel favoured allowing resetting of
annuity rates with reference to a specified index on top of the minimum stipulated guarantees at
stated periodicity.
The customer concerns are to be taken care of with a properly disclosed benchmark index and
option for customers to change the annuity option to switch the full amount to other form of annuities or opt for open market option.
“This will reduce the risks for insurers as well as enhance the customer value and options for the
annuitants and pensioners,” it said.
The working group recommended that under ULIPs, a segregated fund may also be allowed to be
offered as an option with an option to invest in assets confirming a chosen index.

Source: The Hindu Business Line

https://www.thehindubusinessline.com/money-and-banking/irdai-working-group-for-introduction-of-index-linked-insurance-products/article33793593.ece

PhonePe receives insurance broking from IRDAI
•

•

•

•

PhonePe has received an insurance broking licence from the industry regulator, a crucial win when
India’s biggest digital payments operators by transactions is looking to turn into a full-stack financial services provider.
The fintech start-up, part of the Walmart-owned Flipkart Group, can now distribute policies from
all companies across categories thereby helping the firm diversify its offerings while also being
able to offer recommendations. PhonePe started selling insurance policies as a corporate agent last
year, which allowed it to list insurance plans from three companies each from the life, health and
general insurance categories.
“This move to broking will give us further momentum and accelerate our growth in this space,”
Gunjan Ghai, vice president and head of insurance at PhonePe, said. “We are building a robust,

full-service platform for our deeply engaged customer base through innovative products in partnership with high quality insurers.”
After emerging as one of India’s leading digital payments facilitators over the last two years, PhonePe is now attempting to come up as a full-stack financial services player. The firm last week announced that it has received from the Reserve Bank of India an in-principal licence to operate as an
www.ratnaafin.com
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account aggregator. ET had earlier this year reported that PhonePe has applied for a stockbroking
licence from the Securities and Exchange Board of India.

Source: https://economictimes.indiatimes.com/tech/startups/phonepe-receives-insurance-broking-licence-from-irdai/articleshow/85760407.cms?utm_
source=contentofinterest&utm_medium=text&utm_campaign=cppst

IRDAI proposes regulations for designing, pricing of insurance products
•
•

•

•
•

•
•
•
•

•

•

•

•
•

•

Regulator IRDAI on Monday came out with draft regulations for the designing and pricing of general
insurance products with a view to protecting the interest of policyholders.
The proposed regulations provide the basic framework and reflect the fundamental principles to
be followed in respect of product design and pricing, said Insurance Regulatory and Development
Authority of India (IRDAI).
The IRDAI (General Insurance Products) Regulations, 2021, which will apply to insurance products as
well as add-ons, are aimed at promoting efficiency in the conduct of the general insurance business,
said the draft on which the regulator has invited comments from stakeholders by April 26.
Guidelines for product filing have been in vogue since 2000 and have been revised from time to time.
“It has been felt necessary to have Regulations governing general insurance products, even while
having a provision thereunder for issuance of guidelines for various segments as may be necessary,”
IRDAI said.
One of the objectives of the draft regulations is to provide framework for designing and pricing of
general insurance products.
It also aims to ensure that the interests of policyholders are protected while promoting efficiency in
the conduct of the general insurance business.
The regulations, if approved, will apply to all general insurance products and add-ons marketed or
offered by general insurers.
“The general insurance package product consisting of various covers/sections including Health
section/s shall also be covered by these Regulations in so far as non-health covers/sections are
concerned,” the proposal said.
For the purpose of these regulations, general insurance products are classified into retail products
and commercial products on the basis of who buys the product or on the basis of sum insured, the
draft said.
It is proposed that retail and commercial products will be distinguished from one another with a
suitable name change or pre fix or suffix as the case may be and need to have a separate Unique
Identification Number (UIN) obtained from the IRDAI.
Further, it says the design of products should take into consideration the policyholders’ interests in
terms of suitability and affordability even while catering to their changing needs through evolving
risk coverage.
The pricing of products/add-ons should generally be based on appropriate data and/or technical
justification, the draft said
“Insurers, while pricing products/add-ons, have to factor in risk exposure, claim/loss experience,
expenses, reinsurance, solvency requirement, and factor in a reasonable amount of surplus and/or
economic cost of capital,” it said.
Further, insurer may consider the investment return in the pricing based on experience, it said, and
www.ratnaafin.com

9
added premium rates shall neither be excessive nor inadequate.

Source: https://www.business-standard.com/article/pf/irdai-proposes-regulations-for-designing-pricing-of-insurance-products-121040501143_1.html

Why does India need to rush for cover?
Insurance is incomplete, if there is or underinsurance in any form or manner in relation to vibrancy of
the economy. India is in a serious state of underinsurance, that is defeating the goal of economic
development and resilience in the face of serious risks which we see happening year after year.
Underinsurance can be seen in its many forms as under:

Completely uninsured.

Almost every portfolio including motor TP shows staggering underinsurance. The IRDAI Journal of
September 2017, which is on motor insurance, has an article by Dhiraj Nath which makes a reasoned
analysis showing that in 2014-15, the percentage of uninsured vehicles in India was 64.30% for TP and
for OD it was 73.85%. The article also noted that the penetration of insurance in India for non-life was a
mere 0.72 of the GDP against a world a world average of 2.77%.

Restricted Coverage

The second cause is that insurance is restricted to few perils only. In the earlier days the fire policy
insured only fire, when the real issue in India was natural catastrophes. Thankfully now all property
policies mandatorily cover natural catastrophe risks. There are many gaps seen in areas such as Business
Interruption and Liability insurance which are alarming from the economy and society point of view.

Underinsurance is systematised even for those who insure

There are diehard believers in insuring, but it is almost universal to see that most are underinsured.
Banks traditionally underinsurance by insisting that only the loan component is insured. They do not
make it clear that the full value should be insured. They are quite unwise because in case of partial losses,
even the loan component loss gets affected. Those who are not blindly following their loan stipulations,
still sleep on valuation requirements and get confused and provide wrong figures. The
sum insured needs to be revised at every turn including after about of inflation, change of technology,
upgradation of assets etc. From the policy perspective, people have now realised that at every renewal
the sum insured needs to revised, but they have not yet grown from the conviction, that day one adequacy
has to be replaced by last day adequacy as the adequacy of sum insured is as on the date of loss and
surveyors make it point to somehow torture the sum insured to show that there is
underinsurance in every claim.

There are many instances of heart-breaking technical underinsurance or non-insurance. Plinth and
foundations are not covered, even though it is not excluded in the policy wording, stock in open is not
covered, because it is not mentioned in the proposal or policy, roads or ancillary property in the compound
are not insured, even when specifically asked to be insured, and so on. Sometimes on renewal, the cover
given earlier is withdrawn, but the insured is not aware of it. This is typical of basement coverage. After
repeated bad experience owing to flood and inundation, insurers with draw
www.ratnaafin.com

10
cover for basement risks. This happens to insureds such as shops where the whole shop is confined to
basements. Taking lessons from past experiences, intermediaries and insurers can play a vital role in
strengthening the resilience of the economy by ensuring that they run campaigns to ensure
that full information and advice is given to all those interested to insure with regard to sum insured.
It is most distressing to see that after losses have taken place many find that they are uninsured or
underinsured in a variety of ways.
Source: IBAI - Indian Brokers Association of India

How to prevent Underinsurance in commercial insurance
1.
2.
3.
4.

The insured may have property professionally valued for insurance purposes.
The property is better insured, if the insured is on reinstatement value and not market value.
The insured should revalue assets after alteration and renovation of property.
The insured has to ensure that all minor structures like compound walls, outhouses etc. are included
in the scheduled.
5. There is a need to add costs such as costs of demolition, debris removal and architectural, engineering
and municipal costs to the extent required.
6. The stock value is to be properly covered and care is to be taken those fluctuations of stock values
are taken care of by declaration or floater policies as appropriate.
7. Inflation costs must be added or capital items, as also the effect of currency changes, custom duties
etc.

Underinsurance checklists for individual/Family insurance
1.
2.
3.
4.

Create an inventory or asset register of personal assets
Ensure that inflation loading is made on asset prices, including plantings, gold, antiques etc.
Get a valuer for high value items where unique prices are to be certified.
Ensure that reinstatement value is given for buildings, furniture etc and a reinstatement cover is
ensured in the policy.
5. Preserve all bills for purchases especially of costlier items.
6. If there are limits for underinsured items, then to get full cover for valuable items they need to be
insured specifically with values blacked by bills or valuation as may be needed.
Source: IBAI - Indian Brokers Association of India
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How to create awareness and ensure insurance in the economy
Promoting insurance is not a matter of blind marketing. There has to be a strategy to convince a prospect
that for the economy at large, venturing and activities in the economy are rife with unforeseen risks.
This can be amply explained by citing the mega catastrophes that keep happening in the world, in India,
in the city or district that the awareness creation is taking place. Once this is allowed to play in the
background, the gradual explaining of the what is to be done to retain economic wealth and ensure
resilience in the face of ‘risk shocks and surprises’ will build risk convictions which will ensure that all
in the economy enjoy consistent protection.

Risk awareness

A lack of awareness of low probability (insurable) adverse events makes people risk insensitive, till an
actual loss happens.
This is one of the reasons why there is non-insurance, or insurance with breaks, minimal insurance,
underinsurance and so on. It was seen that during Hurricane Sandy in New York in 2012 only 37% of
homeowners who already owned removable storm shutters put them up, and only 54% of residents
whose homes were less than a block away from a body of water was found to have flood insurance. If
this is the case in USA (reportedly a very highly penetrated market), one can imagine the situation in
India. In Vancouver (Canada), about 60% of residential homes have earthquake coverage, whereas in
Montreal only 4% do, even though both cities are exposed to similar earthquake risk. It is assumed that
insurance demand rises after a natural disaster event but this fear effect diminishes over time even in
disaster exposed areas.

Knowledge about insurance products and their availability

Even people who want to insure are confused about the procedure about how to search and obtain a
proper cover. They look around and see unsatisfied insureds and those who have not received claims.
There is a general suspicion about agents, in that they mislead, which happened in a major way in life
insurance a few years back. There is also a belief that agents only aim at commission and
not at giving the best information and advice. Consumer knowledge about insurance is a critical
foundation for building a culture of protection. All insurance web-sites should provide a pathway
on how to discover the best products and how to obtain such product covers easily. Even well-educated
people are not necessarily financially literate, as a survey of eight countries in 2012 showed. Insurance
literacy requires an understanding of specific policy components such as how much is to be covered,
what would be the premium costs, how to failure proof against policy surprises, how to have a smooth
and fault free renewal, and how to make a claim. Most surveys show that consumers often do not
fully understand their coverage, even in developed countries. They are not too clear about processes,
pathways and outcomes.

Trust in insurers

Intangible factors relating to the consumer experience play very a vital role. Trust in insurance providers
has been shown to be a critical driver of consumer buying behaviour. People want to be sure that not
only are they paying a fair price for an optimal insurance cover, but also that insurers will be reliable
www.ratnaafin.com
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in paying out claims. Global survey evidence shows that the level of consumer trust in insurers is lower
than that of banks and retailers. High-profile incidents of claims disputes, such as those after Hurricanes
in the US, flood and cyclones in India pose challenges for insurers’ reputations.

Undervaluation of insured assets

Undervaluation also contributes to underinsurance. Valuing properties at less than replacement value in
replacement policies and market value for standard policies mean that insurance policies will not cover
the full damage. Undervaluation may occur in both commercial and personal insurance for a variety of
reasons, including lack of valuation capacity, lack of awareness of the insurance coverage in the context
of sum insured, bank domination in forcing insurance (at the loan value), or deliberate undervaluation
to reduce premium costs. In many cases, people unknowingly use even accounting-driven market values
or book values rather than current replacement or market value costs.
Hence, the question of moving all organisations and citizens to conviction based and consistent
insurance buying is an uphill task, but this has to be taken as an industry priority and the mission
and vision of the IRDAI which has created a myriad number of insurers, intermediaries and
pathways for better insurance have to be made effective by those licensed to get the happy result
of the country steadily and consistently increasing in insurance penetration.
Source: IBAI - Indian Brokers Association of India

Society – Risk & Insurance
Society and Insurance
Society has always found ways and means to manage risks. Pooling and indemnifying for risk events is
inbuilt in humans, which is why the origins of insurance have been claimed by Indians, Chinese, Greeks,
all early trading nations and so on. As trading and then industry, technology and rapid development took
centre stage in the world, risk taking went up by leaps and bounds. In each such venturing including
spectacular ones such as space flight, skyscrapers, mega risk in oil and gas or in nuclear and power
industry etc. insurance was found to be an essential component. Risks and venturing bring in accidental
and unforeseen outcomes. Therefore, losses therefrom have to be
factored in, whether by insurance or by costly capital. Thus, everyone down from governments to the
lowest citizen endorses insurance when it is presented to them in its true intent and significance. There
is no world body that does not promote insurance, including even the Food and Agriculture Organisation,
because crop insurance has become an unavoidable input in the success and progress of food security
for the world and wealth creation in the farming value chain.

Reducing the Protection Gap

International organisations are now regularly monitoring the insurance gap and trying to create debates
on how to fill the protection gap at the earliest especially in relation to national disasters and other
mega events that create widespread losses and tragedies. Sadly, it is seen that the insurance gap is not
seen closing. For instance, Lloyd’s second underinsurance report, shows there is a global insurance gap
of US$162.5 billion in 2018. In their report in 2018, they looked at the absolute cost of insurance gap
and estimated it at $27 billion for India. However, the report gave some good news about India. One, its
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premium penetration levels as % of GDP went up from 0.7 in 2012 to 0.9 in 2018. This was in contrast
to countries like Russia it fell from 2.3 % to 1%. The second is that “India is the only country that has
dropped out of the top 10 countries with highest expected annual losses as a percentage of GDP since the
last report. This can be explained by the relatively low number of natural catastrophes in India in recent
years, with the only significant property losses in Chennai, set against a rapidly growing economy.”
It is stated in the report that “Property is one of the most exposed sectors to natural catastrophes and
has a clear claims history, so it is no surprise that more people are willing to buy insurance to
protect their assets.” The second is transportation and storage insurance. Incidentally, it was found that
public administration and defence sectors are also rising in insurance penetration from 0.31
in 2012 to 0.34% in 2018. The significance of all these figures is not easy to understand, because along
with growth in premium, the industry size could be growing even more rapidly.
Source: IBAI - Indian Brokers Association of India
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