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From the Publisher
Insurance is about evaluating risk and devising
appropriate mechanisms to cover that risk. As with
any industry, the insurance industry faces risks
of its own. Some similar to others and many, quite
unique. Risk management within the insurance
industry is what we look at in this issue of
IRDA Journal.

serious apprehensions among the customers of all
companies triggering a cascade of knee jerk
reactions. Industry members realise that their
strength depends on the weakest link and the
collective wisdom of the industry members would
be to guard against that link being so weak that it
will snap and plunge all of them into crisis.

Transparency and adherence to sound principles
of governance are key to risk management. The
Authority is in the process of framing corporate
governance norms for the industry and,
simultaneously, is encouraging the different
stakeholders in the industry – like life and non-life
companies, brokers, surveyors – to create or activate
forums to function as self regulatory organisations.
The move from central regulation to self regulation
is a reflection of a global trend where good market
conduct is ensured by the players themselves
through market discipline and supervision.

The next issue will explore an area where the
Authority wishes to see rapid development. Health
insurance is linked with reforms of the healthcare
provider system. Given that reform in that area is
not in the hands of the insurance system, we would
like to see what can be done without waiting for
major reforms in the providers’ domain. The focus
of the development has to be health insurance for
that section of the population who can afford to pay
the premium but cannot meet the cost of treatment.
There are, however, sections of the population who
cannot meet even the modest cost of premium.
What are the interventions needed to help them?
How do we devise an insurance cover that does not
result in pushing the cost of providing health
services upwards? These are issues of major concern
and we look forward to innovative ideas to address
these concerns.

Collective efforts at regulation are more
conducive to setting high standards and
maintaining them. There is sound reasoning behind
this. It is that all players in the financial sector are
interlinked not only by transactions but by
perception also. A crisis in one company leads to
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LETTER FROM THE EDITOR

Self Interest
How physicians heal themselves is the topic for this month’s issue of IRDA Journal. Through the eyes of a
cross section we see how the industry that specialises in assessing and monetising risk manages its own
risks. We have writers like Mr. G. V. Rao with whom regular readers are familiar, Mr. John Thorpe of Aon
Insurance and Dr. Sadhak, Executive Director, LIC giving us their inputs on the topic.
The way the Regulator manages risk, perhaps, is by laying down regulations and reporting standards and
monitoring them scrupulously. And the reporting required of the insurance industry is a critical input in
carrying out this task. There is exhaustive input from Mr. Shriram Mulgund, an Indian actuary working in
Canada who details and analyses the financial reporting standards required of Canadian life insurers and
compares them to those for Indian life insurers.
The IRDA has also put out a concept paper on Microinsurance which is a formalisation of the social sector
coverage that the regulator would like to enable and ensure. Being one of the key expectations of the society
out of liberalisation of the insurance market, developing microinsurance and along healthy lines too is
IRDA’s concern and it plans to bring out suitable regulations towards this end. What you will read in this
issue is the draft of that regulation for comment before finalisation.
We resume the Keeping Count column of Mr. P. S. Prabhakar after a break that was forced by special
articles and additional statistics in the recent issues. We also bring you the final part of Mr. M. Arunachalam’s
series on Technology and the Indian insurer, this one focussing exclusively on the status of IT in Indian
insurance companies. His recurrent theme of enterprise wide connectivity and data mining and warehousing
as essential and critical to the insurance business is reiterated.
The next issue is on health insurance and is timed to coincide with a conference on health insurance that
IRDA is holding in October in Hyderabad. We would like to present ways to take health insurance to the huge
and definitely interested population overcoming the disadvantages of a heterogenous healthcare industry
with its price disparities, geographical inequities in availability and price opaqueness.
This is one customer lead product and insurance companies must be thinking of ways to manage the
downside and exploit the market. If you wish to share your ideas with our readers write in to us quickly!
K. Nitya Kalyani

VANTAGE POINT

To Health Insurance!
K. Subrahmanyam

Can life insurance companies transact
health insurance business? This is the
question that is asked of us in the IRDA
in various forums.
The answer to that is Yes. Life
insurers registered with IRDA can
transact health insurance business. Not
only as riders and not only benefit
policies but also standalone, indemnity
policies. In fact, Tata AIG Life
Insurance Company is already
transacting health insurance business
selling standalone health insurance
contracts.
Some life insurers are skeptical that
by law they cannot issue health
insurance contracts. Some do not have
capacity or the required infrastructure
to handle such contracts - particularly
when it comes to claims settlement. In
this article, we describe how a life
insurer can legally transact health
insurance business.
Definition of health insurance
business
Health insurance business has been
defined in the IRDA’s Regulations on
Registration of Indian Insurance
Companies, which covers indemnitytype benefits as well as assured benefits.
The definition is:
“health insurance business” or “health
cover means the effecting of contracts
which provide sickness benefits or
medical, surgical or hospital expense
benefits, whether in-patient or out patient,
on an indemnity, reimbursement, service,
prepaid, hospital or other plans basis,
including assured benefits and long
term care;

It is obvious from the definition that
health insurance contracts could be
short term or long term, and could be of
the reimbursement type or the fixed
benefit amount variety, or both. The
definition is highly flexible and broad
since the objective was to serve the
needs of the insuring public.
Who can sell health insurance
contracts?
The Insurance Act, 1938 allows both
life insurers and general insurers to sell
health insurance contracts to
individuals or groups, and says that the

The Insurance Act, 1938
allows both life insurers
and general insurers to
sell health insurance
contracts to individuals or
groups.
Authority should give preference to those
insurers who plan to have a focus on
health insurance at the time of granting
of certificate of registration. Section 3
(2AA) of the Insurance Act, 1938 spells
out clearly who can offer health insurance
contracts and to whom, and the meaning
of health insurance contracts.
Section 3 deals with the registration
of insurers. Sub-section 2AA is
reproduced below:2AA) The Authority shall give
preference to register the applicant and
grant him a certificate of registration if
such applicant agrees, in the form and

manner as may be specified by the
regulations made by the Authority, to
carry on the life insurance business or
general insurance business for providing
health cover to individuals or group of
individuals.
An applicant who wishes to be
registered as an insurer shall either do
life insurance business or general
insurance business but not both. In
industry parlance, no company can be a
composite insurer. However, if the
applicant chooses life insurance business,
he can transact health insurance business.
If the applicant chooses to become a
general insurer too, he can transact health
insurance business!
Why are insurers, particularly life
insurers, not actively selling health
insurance contracts?
Many life insurers are offering health
insurance riders instead of standalone
products, which they probably evaluate
as being easier. For standalone health
insurance contracts, one should have,
among other things, expertise in health
product design and pricing, definitions
and claim settlement procedures. Life
insurers are stopping with selling riders
and assured benefits without thinking
of diversifying their activities.
They need to diversify their activities
to enter this area too, particularly since
services in corporate hospitals are
becoming better and TPAs (Third Party
Administrators) are in place throughout
India. Managed healthcare too is
possible in India.
The author is Executive Director
(Actuary) IRDA.
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IN THE AIR

New Guidelines for Agents’ Training Institutes
IRDA has released draft guidelines for insurance agents' training institutes accredited by it, including in house
training institutes. The objective is to streamline the functioning of these institutes. The following guidelines were
placed on the website of the Authority and comments were invited from the industry before finalising the guidelines.
Draft guidelines
These instructions/guidelines are applicable to all the
training institutes including in-house training institutes of the insurers.
These guidelines will be effective ---------------, 2004. Any violation,
non-adherence and breach of these instructions shall be treated as
violation of provisions of IRDA Act, Insurance Act and regulations made
thereunder requiring practical training for the grant of licence to an
insurance agent and renewal thereof and met with penal provisions
including fine, suspension, and cancellation of the approval granted by
the Authority from time to time.
1. The applicant shall have to undergo at least 100 hours of practical
training in life or general insurance business which may be spread
over three to four weeks, where such applicant is seeking licence
for the first time to act as an insurance agent. The approved training
institutes will cover the syllabus already prescribed by the Authority
during this period. In case of 50 hours of training, the duration will
be half as mentioned above.
2. The training duration should be minimum 18 working days excluding
Sundays and holidays with six hours per day excluding lunch and
tea break applicable for full time batches. For parttime batches the
training can be imparted three hours daily in the evening excluding
tea break and the minimum duration of the training will be 34
working days excluding Sundays and holidays.
3. No product training/market survey/revision examination should be
included into this 100 hours training. The product training, if any, to
be given by the insurance company should be over and above the
minimum training hours prescribed by the Authority.
4. The attendance record of the trainees should be maintained at the
institute for necessary inspection at any given point of time. The
candidates should sign the attendance register in his/her own handwriting. It will be the duty of the person in charge of the institute to
mark absent, preferably with red-ink. No relaxation in attendance
is permitted. The attendance will be countersigned by the faculty or
in charge of the training centre.
5. In case of short-fall of attendance, extra class may be permitted but
the extra hours may be specified separately with proper attendance
and details of faculty.
6. Every Institute should have at least one qualified permanent faculty
who is at least an Associate or Fellow from the Insurance Institute
of India for each stream. Those not fulfilling this requirement may
be required to obtain the above qualification within two years.
7. The attendance register of the faculty members should be maintained
at the training institutes. The faculty should sign the attendance register
BROKER SUSPENSION REVOKED
Following compliance with the regulations and an undertaking to
ensure strict compliance in future, IRDA has revoked the suspension
order on the broking licence of Mass Insurance Brokers Pvt. Ltd. On
June 8 this year, the broker’s licence was suspended for violating
Regulation 26 of IRDA (Insurance Brokers) Regulations, 2002.
IRDA CAUTIONS BROKING COMPANIES
IRDA Member (Non-Life), Mr. Mathew Verghese, has said in a circular
to insurance broking companies expressing concern
about information received by the Authority about Principal
Officers of licensed insurance broking companies being engaged in
other activities.
“Instances have also come to notice where Principal Officer(s) have
left the services of the broking companies and the same was not
brought to the notice of the Authority immediately but after a lapse

in his/her own hand-writing daily. It will be the duty of the person in
charge of the institute to mark absent preferably with red-ink.
8. The record of the payment made to faculty should be maintained at
the training institute i.e. batch-wise payment details should be
maintained. In case the employment of the faculty is full time,
record of monthly wages/payment should be maintained.
9. The faculty should provide details of the other institutes with whom
they have been empanelled as part-time/guest faculty.
10. The sponsorship letter must be available with the training institute
at the time of commencement of training session and thereafter
kept for the record and inspection purposes.
11. Register should be maintained at the training institute giving details
of batches completed, strength of the each batch, number of
candidates decertified, name of the sponsored insurer and details
of faculty who imparted the training with dates. The record of results
of the examination whether passed/failed recorded in the same
register giving details of date of examination and centre.
12. The seating capacity of each class-room should not exceed 40.
13. The fresh accreditation will be given on need basis after assessing
the needs of the particular city/town.
14. The initial approval will be for a period of two years and consideration
of further renewal up to two years would depend on the satisfactory
compliance of requirements of accreditation.
15. The insurance companies would regularly send their officials to the
oversee the proper conduct of the training at the institutes and
would not sponsor candidates to those institutes that are not
maintaining the required standards of and facilities for the training.
16. The training institute must display the certificate of accreditation to
impart training issued by the Authority at the training institute.
17. The institute should not allow a franchisee to conduct courses on its
behalf even if the faculty is that of the institute. The institute should
conduct the training on its own or hired premises with proper
infrastructure.
18. No marketing fee/consultancy fee payment is permitted for getting
the training batches.
19. Henceforth, no temporary accreditation will be given by the Authority.
The existing institutes who have been granted temporary accreditation
shall cease to operate within one month from the date of issue of
these guidelines or the actual date of expiry whichever is earlier.
20. It will be the responsibility of the insurance company to check
the status of the institute before sponsoring any candidates for

training. If name of the training institute is not displayed on IRDA
web-site, no insurer should sponsor the candidate for training to
such an institute.
21. In case of mofussil areas or the cities where there are no accredited
institutes and an insurance company intends to appoint agents, it
will be the responsibility of the insurance company to conduct
training and comply with the requirements strictly.
22. The institutes must keep with them one set of records of the training
at the place where the training is being imparted.
23. No accreditation will be given to the institutes that are imparting
training in the hotels. Fresh accreditation/renewal, if any, will be
granted by the Authority only to Institutes who are maintaining good
infrastructure and complying with all other requirements specified
in the application form for licence/renewal of the criteria of obtaining
marks which is placed on the web-site of the Authority already
prescribed by the Authority in this behalf.
24. The institute should confine its activities only to the place/city for
which it has been given the approval. No training outside the said
place/city is permitted. The premises approved for the training shall
not be used for any other purposes and no sharing arrangements in
the said premises shall be permitted for other training or other
institutes or organisations.
25. The institutes that have not conducted any training during the last
financial year will not be considered for renewal.
26. (i) The existing institutes may convey their willingness to
abide by these instructions on a simple form for each
centre separately. The information may include: Name
& Address of the institute, Date of accreditation of the
institute, Expiry date of validity of the accreditation,
Whether accreditation granted for Life/General or both,
Name of the person in charge of the institute.
(ii) The above information must reach the Authority within
30 days from the date of issuance of these guidelines.
The consolidated list of approved training institutes will
then be placed and updated from time to time on our
web-site so that Insurance Companies can approach them
for conduct of training.
27. Prior approval of the Authority must be obtained if
the training institute intends to change any of the particulars,
details or provisions already approved by the Authority.
All such changes would be simultaneously incorporated on the
IRDA web site.

of considerable time. In some cases, the Principal Officer was deputed
to look after other assignments in the group companies while working
as the Principal Officer. It has also come to Authority’s notice that broking
companies have appointed personnel from other broking companies
without the incumbent Principal Officer resigning from his earlier position.
In some cases, the broking companies fail to notify the Authority about
the change in position of Principal Officer in their respective companies
with the result that old names continue to appear on the IRDA Website,”
he said. The circular emphasised that the IRDA (Insurance Brokers)
Regulations, 2002 envisage the post of Principal Officer as a full time
post and not on part time basis and with considerable amount of
responsibility attached to it.

rules and regulations laid down / prescribed by the Authority.
He is the interface between the customers and the insurers. He also
acts as a link between the Regulator and the broking company and
is not permitted to look after any other assignment or position so
long as he is the Principal Officer of a broking company, even for a
temporary period.

The Principal Officer is responsible for conducting the affairs of
the broking company in a professional manner and as per the

Any change in position of the Principal Officer of a broking company
should be brought to the notice of the Authority without loss of time
and the position of Principal Officer of an insurance broking company
cannot be kept vacant. The broking company should ensure a
substitute, who fulfils all the eligibility requirements i.e. educational,
training requirements, not suffering from any of the disqualifications
under section 42 D of Insurance Act, 1938, etc., in place before it
relieves the current Principal Officer, the circular said.
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IN THE AIR

Towards Microinsurance
Microinsurance is the protection of assets and lives of those who belong to the economically weaker sections of the society. They include
micro-entrepreneurs, small farmers, landless labourers and low income men and women through formal, semiformal and informal institutions.
The Authority has been, for some time, considering the need for having a separate regulation on microinsurance. It has set out the
objectives and salient features of the proposed microinsurance regulations in a paper extracted below, and invites comments on it for
finalisation and notification of the regulations.
Please send your comments to Insurance Regulatory And Development Authority, Parishrama Bhawan, Basheerbagh, Hyderabad 500004
in a sealed envelope superscribed Micro-insurance or by E Mail to microinsurance@irdaonline.org before September 15, 2004. The
document is also on the Authoritys website at www.irdaindia.org (click on Whats New.)
Background
Microinsurance products are often bundled with micro-savings and
micro-credit, thereby allocating scarce resources to micro-investments
with the highest marginal rates of return. Microinsurance is the most
underdeveloped part of microfinance. Yet various schemes exist that
are viable, benefiting both the institutions and their clients. Such
schemes have generally served two major purposes:
(i) they have contributed to loan security; and (ii) they have served
as instruments of resource mobilisation. The greatest challenge
for microinsurance lies in the combination of viability and sustain
ability with outreach.
Although introduction of sound practices such as appropriate policy
sizes and timely payment of instalments of premium or positive
incentives to renew on time in order to avoid policy lapses can
be feasible, the ultimate effectiveness of interventions focusing
on institutional transformation and sound insurance practices will
vary considerably, depending on the appropriateness of the
regulatory environment.
Development goal
To enable microinsurance to be an integral part of a country’s wider
insurance system, it is important for every insurer to adjust its costs of
serving marginal clients in remote areas, collecting premiums and
instalments, and offering doorstep services.
Today we have a variety of microfinance institutions with national
and local outreach. Many of them have already become corporate
agents or have entered into referral arrangements with insurers.
However, semiformal institutions including savings and credit
cooperatives, NGOs and self-help groups which have immense potential
in carrying the message of insurance as also solicit insurance business
are yet to be utilized in a manner where their true potential can be
harnessed to increase the insurance penetration levels. This is due to
restrictions in the existing agency regulations in terms of minimum
eligibility norms in order to become an agent.
Depending on the existence and vigour of such institutions, the
following alternatives have emerged, for offering strategic entry points
for microinsurance development:
i. Adapting formal insurance arrangements to the needs of the microeconomy.
ii. Upgrading non-formal (comprising semiformal and informal)
insurance arrangements with insurance companies.
iii. Linking formal and non formal insurance institutions with banks
and self-help groups.
iv. Establishing new local institutions providing microinsurance services.
The first three strategies may be inter-connected:
i. adapting insurance companies to the requirements of the microeconomy is a first step; then
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ii. linking them as wholesale institutions to self-help groups as retailers;
and finally,
iii. upgrading self-help groups e.g. to the level of financial cooperatives
or village banks.
If insurers are to serve customers who differ widely in terms of
service costs and risks, the only viable inducement for them is an
adequate margin, lest they exclude small farmers, - microentrepreneurs and people in remote areas. Only sound social insurance,
which combines a social mandate with profit-making, has a chance of
sustainability.
Institutional adaptation
The experience so far has been that formal financial institutions
serve but a fraction of the population, which typically lies within the
upper quartile of the social hierarchy. Through adaptation to the
microfinance market requirements, they may gradually expand into
the second-highest quartile and into segments of the lower quartiles.
Within the foreseeable future they will normally not be able to fully
serve that market.
Non formal finance mostly rests on local institutions which
are directly accessible to all segments of the population. Self-Help
Groups (SHGs) are member-owned and member-controlled local
institutions. They may either be financial groups, with financial
intermediation as their primary purpose; or non financial groups,
with financial intermediation as a secondary purpose, such as
vendors’ associations, family planning groups and numerous other
types of voluntary associations.
The functions that need to be focused must include: providing
guidance to members, collecting premium installments from members,
insurance services to members, communication and exchange of
experience, providing linkages with banks, NGOs or donors, supporting
the proposals of individual members to insurance companies
through recommendations.
Linkage to Insurers
On a modest scale, various forms of life and health insurance
have been successfully practiced by different institutions in different
countries, particularly as part of loan protection schemes. Microinsurance procedures and services should be set by insurers rather than
the regulator. Appropriate procedures and services should be applied
to attain (1) sound financial management, (2) convenient and safe
savings premium collection and deposit facilities, (3) appropriate claim
appraisal and processing procedures, (4) adequate risk management,
(5) timely collection of premium installments, (6) monitoring and
(7) effective information gathering, all of which may include cooperation
between different formal and non-formal intermediaries in fields where
each is most effective.
Proposed Microinsurance regulations
In order to introduce the concept micro-insurance it is necessary

to draft suitable bring in suitable regulations to enable insurers to design
and distribute and service micro-insurance products and discharge their
obligations to the rural and social sectors as per provisions of the
Insurance Act, 1938.
1. It is proposed that an insurer transacting life insurance business
shall be permitted to provide life micro-insurance products as well
as general micro-insurance products provided it ties up with an
insurer transacting general insurance business for the general microinsurance products, and vice versa.
2. In addition to an insurance agent or corporate agent or insurance
broker who are authorized to solicit and procure insurance business,
including micro-insurance business with an insurer in accordance
with the provisions of the Insurance Act, 1938 and the regulations
made there under it is also proposed to introduce the concepts of
“micro-insurance product” and “micro-insurance agent”.
Micro-insurance product
3. A “life micro-insurance product” means any term insurance contract
with or without return of premium, any endowment insurance contract
or health insurance contract, with or without an accident benefit
rider, either on individual or group basis, as per terms stated in the
Table A below, filed with the Authority:
NOTE: The present average sum insured is around Rs. 5,000. This
is highly inadequate to provide any tangible relief even to a individual
below the poverty line. Therefore, it is suggested that the minimum
amount of cover of Rs. 10,000 appears more realistic.
4. A “general micro-insurance product” means any health insurance
contract, any contract covering the belongings such as hut, livestock,
any personal accident contract, or tools or instruments, either on
individual or group basis, as per terms stated in the Table B below,
filed with the Authority:
Distribution of microinsurance products
5. The micro-insurance products may be distributed by individual
insurance agents or corporate insurance agents or insurance brokers
or micro-insurance agents.
Micro-insurance agent
6. A “micro-insurance agent” shall be a Non Government Organisation
(NGO) or a Self Help Group (SHG).
Explanation: For the purposes of this regulation:
(i) a Non Government Organisation (NGO) shall be a registered
non-profit organization under the Society’s Act, 1968 with a
proven track record of working with marginalised groups with
clearly stated aims and objectives, transparency, and
accountability outlined in its memorandum, rules and regulations
and demonstrates involvement of committed people.
(ii) Self Help Group (SHG) may be an informal group or registered
under Societies Act, State Co-operative Act or as a partnership

IN THE AIR

Type of Cover
Term Insurance with or
without return of premium
Endowment Insurance
Health Insurance Contract
Accident Benefit as rider

Minimum
Amount
of Cover

Table A
Maximum Term of Term Minimum Maximum
Amount Cover of Cover
Age
Age
of Cover
Min.
Max.
at entry at entry

Rs. 10,000
Rs. 10,000
Rs. 10,000
Rs. 10,000

Rs. 50,000
Rs. 50,000
Rs. 15,000
Rs. 50,000

5 years
5 years
1 year
1 year

firm, consisting of 10 to 20 with a proven track record of
working with marginalised groups with clearly stated aims
and objectives, transparency, and accountability outlined in
its memorandum, rules and regulations and demonstrates
involvement of committed people.
(iii) The minimum number of members comprising a group should
be atleast ten for insurance of individuals, and atleast fifty for
group insurance.
Scope and functions
7. A micro-insurance agent shall be appointed by an insurer by a
deed of agreement or memorandum of understanding which
should clearly specify the terms and conditions, duties and
responsibilities of both the micro-insurance agent and the insurer,
and he shall abide by the following:a. He shall work either for one life insurer or for one general
insurer or for one life insurer and one general insurer;
b. He shall be specifically authorized to perform one or more
of the following functions:—
i. Maintaining a register of all members and their
dependants covered under the insurance scheme
alongwith details of name, age, address, nominees
and thumb impression/ signature;
ii. collection of proposal forms;
iii. collection of self declaration from the member that he
is in good health;
iv. collection of monies for issuance of contract or remittance
of premium;
v. distribution of policy documents;
vi. assistance in the settlement of claims;
vii. nomination; and
viii. any policy administration service.
c. The micro-insurance agent or the insurance company shall
have the option to terminate the agreement/MoU after
giving a notice of three months.
d. All such agreements/ MoU must have the prior approval of
the Head office of the insurance company.
Remuneration/Commission
e. He shall be entitled to receive a fee from the insurer to cover
for all services rendered, and which shall not exceed:
i. Twenty per cent of the premium in case of life insurance
contracts; and

7 years
7 years
7 year
5 years

18
18
18
18

10. Every insurer shall issue insurance contracts to the group
micro-insurance policyholder in the form of a schedule showing
the details of individuals covered under the group, and also issue
a separate certificate to each individual evidencing proof of
insurance, containing details of validity period of cover, name of
the nominee and address of the underwriting office.

60
60
60
60

ii. Seven and half per cent of the premium in case of
general insurance contracts.
In case of termination of agreement no future commission/
remuneration shall be payable.
Employment of specified persons
f. He may also employ specified persons with the prior approval
of the insurer for the purpose of discharging all or any of the
activities mentioned in (b) above. However, for the purpose
of this regulation no corporate agent or individual agent
licenced by the Authority shall be prohibited to employ any
specified person for the purpose of soliciting and servicing of
micro-insurance product.
Code of Conduct
g. The micro-insurance agent and every specified person
employed by him shall abide by the code of conduct as
mentioned in IRDA (Licensing of Insurance Agents)
Regulations, 2000 and the relevant provisions of IRDA
(Insurance Advertisements and Disclosures) Regulations,
2000. It shall be the responsibility of the insurance company
Type of Cover
Hut or livestock or Tools or
implements or other
assets—against all perils
Health Insurance Contract
Personal Accident

Underwriting
11. No insurer shall be allowed to authorize any micro-insurance agent
or any other outsider to underwrite any insurance proposal for the
purpose of granting insurance cover.
Capacity building
12. It shall be the responsibility of every insurer to impart atleast 25
hours of training at its expense through its designated officer in the
local vernacular to all micro-insurance agents and their specified
persons in the areas of insurance selling, policyholder servicing
and claims administration.
Remuneration/commission
13. No insurer shall pay or contract to pay any further amounts by way
of fee or remuneration or compensation in any form other than
what has been specified;
Overall responsibility
14. Every insurer shall ensure that all transactions in connection with
micro-insurance business are in accordance with the provisions of
the Insurance Act, 1938 as amended from time to time, the
Insurance Regulatory and Development Act and the regulations
and rules made there under.
Submission of information

Minimum
Amount
of Cover

Table B
Maximum Term of Term Minimum Maximum
Amount Cover of Cover
Age
Age
of Cover
Min.
Max.
at entry at entry

Rs. 10,000
Rs. 10,000
Rs. 10,000

Rs. 20,000
Rs. 15,000
Rs. 50,000

1 year
1 year
1 year

to ensure compliance of the code of conduct, advertisements
and disclosure norms.
Sanctions/ Penalty
h. Any violation of the code of conduct shall lead to termination
of the agreement/ MOU with the insurer forthwith and shall
attract the penal provisions as normally applicable to an
insurance agent
Duties and responsibilities of the insurer
product design and development
8. Every insurer shall be subject to the “file and use” procedure with
respect to filing of micro-insurance products with the Authority.
9. Every insurer shall issue insurance contracts to the individual microinsurance policyholders in the local language which is simple and
easily understood by the policyholders.

1 year
1 year
1 year

18
18
18

70
60
60

15.
Every
insurer shall furnish
the information in
respect
of
micro-insurance
business as
specified by the
Authority from
time to time.

Obligations to rural and social sectors
16. All micro-insurance policies could be counted for the purposes of
social obligations to be fulfilled by an insurer as per the provisions
of the Insurance Act, 1938 and the regulations made there under.
A micro-insurance policy, if issued in a rural area and comes under
social sector definition, the policy may be counted for both under
rural and social obligations separately.
Complaints/Grievances
17. It shall be the responsibility of the insurer to handle and dispose
complaints against a “micro-insurance agent”.
Inspection by the Authority
18. The Authority may through its designated officers inspect the office
and records of the micro-insurance agent, at any time, if it
considers necessary.
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STATISTICS - LIFE INSURANCE

Report Card:LIFE
Life new business grows 68 %
The life insurance industry
underwrote new business premium of
Rs.1,86,605.46 lakh during the month
of July, 2004, taking the cumulative
premium underwritten during the
current year 2004-05 to Rs.5,52,515.95
lakh. LIC underwrote premium of
Rs.4,57,019.23 lakh i.e., a market share
of 82.72 per cent, followed by ICICI
Prudential and Birla SunLife with
premium underwritten (market share)
of Rs.31,173.97 lakh (5.64 per cent) and
Rs.13,591.67 lakh (2.46 per cent)
respectively.
While LIC’s market share declined
from 90.12 per cent for the period ended
July, 2003, all new life insurers
increased their market share, over the
corresponding previous year numbers.
Cumulatively, the new players
underwrote first year premium of
Rs.95,496.72 lakh. In terms of policies
underwritten, the market share of the

new players and LIC was 8.30 per cent
and 91.70 per cent as against 6.09
per cent and 93.91 per cent respectively
in the corresponding period in the
year 2003-04.

lakh. The total Individual premium and
Group premium underwritten was
Rs.4,20,888.74 lakhs and Rs.1,31,627.21
lakhs respectively as against Rs.
2,66,468.62 lakhs and Rs.62,636.22
lakhs underwritten in the corresponding
period of the previous year. The number
of lives covered by the industry under the
various group schemes was 17,95,705
during the period ended July, 2004. LIC
covered 11,89,843 lives under the group
schemes accounting for 66.26 per cent of
the market, followed by SBI Life with
1,70,035 lives (9.47 per cent), Tata-AIG
with 1,13,730 lives (6.33 per cent) and
MetLife with 78,883 lives (4.39 per cent).

The premium underwritten by the
industry upto July, 2004, towards

The life insurance industry
underwrote new business
premium of Rs.1,86,605.46
lakh during the month of
July, 2004.

The accompanying table does not
include the numbers for Varishtha
Pension Bima Yojana. Premium
underwritten by LIC under this pension
scheme during the period April - July,
2004 was Rs.1,07,264.83 lakh towards
54,740 policies.

individual single and non-single policies
stood at Rs.81,244.37 lakh and
Rs.3,39,644.37 lakh respectively
accounting for 1,85,806 and 57,95,219
policies. The group single and nonsingle premium accounted for
Rs.1,21,352.74 lakh and Rs.10,274.47

First Year Premium  July 2004
(Rs. in lakhs)
Sl No.

1

2

3

4

8

Company

Bajaj Allianz
Individual Single Premium
Individual Non-Single Premium
Group Single Premium
Group Non-Single Premium
ING Vysya
Individual Single Premium
Individual Non-Single Premium
Group Single Premium
Group Non-Single Premium
AMP Sanmar
Individual Single Premium
Individual Non-Single Premium
Group Single Premium
Group Non-Single Premium
SBI Life
Individual Single Premium
Individual Non-Single Premium
Group Single Premium
Group Non-Single Premium

Premium u/w

July
4,094.12
1,522.80
2,560.99

Upto July
1,0675.20
3,559.45
7,020.22

10.33
762.05
0.19
708.33
53.01
0.51
372.04
145.00
173.86
18.35
34.83
3,357.41
705.89
508.85
1,046.04
1,096.63

95.52
1,921.48
32.44
1,778.20
95.26
15.57
1,302.03
529.92
673.57
20.85
77.69
8,460.42
1,986.43
1,573.69
3,257.56
1,642.74
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%
of Premium

Upto July
1.93

0.35

0.24

1.53

No. of Policies
/ Schemes

July
20,634
1,697
18,933

Upto July
53,427
4,247
49,155

4
8,913
27
8,885

25
26,803
4,771
22,026
1
5
9,616
1,153
8,438
1
24
26,515
1,144
24,759
2
610

1
2,696
345
2,338
1
12
9,296
418
8,468
1
409

% of No. of No. of lives covered under
Policies
Group Schemes

% of lives
covered
under Group
Schemes
Upto July
2.73

Upto July
0.89

July
27,754

Upto July
49,066

0.45

27,754
339

49,066
5,898

0.33

0.16

123
216
2,597

255
5,643
17,956

1.00

190
190
2,407
17,766
73,737 1,70,035

9.47

0.44

13,381
60,356

40,165
1,29,870

STATISTICS - LIFE INSURANCE

(Rs. in lakhs)
Sl No.

Company

Premium u/w

July
5

6

7

8

9

10

11

12

13

Upto July

Tata AIG
2,556.48
7,551.74
Individual Single Premium
Individual Non-Single Premium
1,688.16
5,704.18
Group Single Premium
47.47
198.62
Group Non-Single Premium
820.85
1,648.94
HDFC Standard
2,347.73
7,658.62
Individual Single Premium
642.44
2,104.99
Individual Non-Single Premium
1,566.72
5,147.12
Group Single Premium
79.45
245.57
Group Non-Single Premium
59.12
160.94
ICICI Prudential
8,993.41 31,173.97
Individual Single Premium
1,514.21
5,863.79
Individual Non-Single Premium
7,171.05
21,985.78
Group Single Premium
4.58
11.59
Group Non-Single Premium
303.57
3,312.81
Birla Sunlife
4,229.52 13,591.67
Individual Single Premium
136.49
430.59
Individual Non-Single Premium
3,770.42
10,616.21
Group Single Premium
38.76
138.18
Group Non-Single Premium
283.85
2,406.70
A viva
1,283.15
4,542.67
Individual Single Premium
15.66
147.90
Individual Non-Single Premium
1,236.29
4,308.27
Group Single Premium
1.92
4.39
Group Non-Single Premium
29.28
82.11
Kotak Mahindra Old Mutual
829.02
2,547.54
Individual Single Premium
270.33
560.59
Individual Non-Single Premium
556.31
1,522.11
Group Single Premium
Group Non-Single Premium
2.38
464.83
Max New York
1,863.72
4,896.90
Individual Single Premium
25.67
91.57
Individual Non-Single Premium
1,825.71
4,752.18
Group Single Premium
Group Non-Single Premium
12.34
53.15
MetLife
370.07
1,174.48
Individual Single Premium
17.76
38.71
Individual Non-Single Premium
267.45
822.30
Group Single Premium
Group Non-Single Premium
84.86
313.47
LIC
1,55,546.73 4,57,019.23
Individual Single Premium
36,288.57
65,897.98
Individual Non-Single Premium
90,836.93 2,73,740.53
Group Single Premium
28,421.23 1,17,380.72
Group Non-Single Premium
Total
1,86,605.46 5,52,515.95

%
of Premium

Upto July

No. of Policies
/ Schemes

% of No. of No. of lives covered under
Policies
Group Schemes

% of lives
covered
under Group
Schemes
Upto July

July

Upto July

Upto July

July

Upto July

17,830

64,420

1.08

31,880

1,13,730

6.33

17,797

64,344

33
17,003
1,655
15,336
11
1
43,447
1,011
42,429
2
5
12,739
2,450
10,280

76
43,755
4,632
39,066
53
4
1,42,814
3,565
1,39,204
5
40
36,411
6,450
29,936

0.73

6,602
25,278
17,723

29,094
84,636
52,045

2.90

2.39

17,243
480
705

44,216
7,829
6,690

0.37

0.61

192
513
7,039

850
5,840
14,256

0.79

0.82

9
6,354
37
6,316

0.40

314
6,725
10,618

1,121
13,135
39,076

2.18

0.46

1
3,941
169
3,770

25
23,816
142
23,662
1
11
11,704
357
11,340

0.20

14
10,604
779

43
39,033
27,197

1.51

0.89

2
19,239
42
19,188

7
50,126
84
50,015

0.84

779
3,843

27,197
31,030

1.73

0.21

9
2,621
33
2,580

27
7,325
91
7,204

0.12

3,843
11,874

31,030
78,883

4.39

91.70

11,874
4,04,097

78,883
11,89,843

66.26

4,04,097

11,89,843

5,92,985

17,95,705

1.37

1.39

5.64

2.46

82.72

100.00

8
30
18,57,036 54,88,955
90,537 1,59,170
17,65,413 53,26,070
1,086
3,715
20,21,749 59,85,687

100.00

100.00

Note: LIC’s business numbers exclude Varishtha Pension Bima Yojana.
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Financial Reporting for Life Insurers
Shriram Mulgund

We

all experience situations that
are just coincidences. This article
got written out of one such
coincidence. One of the members
of the Actuarial Society of India (ASI)
sent me an e-mail asking me
questions about the manner in
which the financial reporting for life
insurers takes place in Canada.
While compiling the information to
answer the questions, I realised that
the note could become an article that
could be sent for publication. So,
here it is.
This article gives a very broad
description of the basis of financial
reporting for life insurance
companies in Canada in respect of
the following:
J Valuation of assets
J Valuation of liabilities
J Solvency margins
The description is short in most
places. If anyone needs to know
further details, I will be happy to
elaborate.
The Indian practice for valuation
of liabilities has a lot of similarities
with the Canadian practice.
Valuation of assets is very much
guided by the accounting practices
followed
by
the
accounting
profession in the country. While it
is not suggested that the Canadian
practice may be appropriate for
duplication in India, knowing the
practices followed in other parts of
the world may have some benefits –
particularly in the area of solvency
margins, where some changes may
be forthcoming if a move to Risk
Based Capital approach is to be
made.
In Section D, I have
compared the Canadian practice
with the Indian practice and in
Section E I have put forth my
thoughts on where changes to the
Indian practice may be considered.

A. Valuation of Assets
1. General approach
The approach used for valuation
of assets depends on the asset class

10
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– bonds, mortgages, equities and real
estate. The basic objectives in the
methods adopted are three-fold:
J To effect a smooth progression of
values from the purchase price
to the maturity value for fixed
income assets.
J To take into account the effect
of changing market values for
equities and real estate in a
smoothed manner, thus avoiding
wide fluctuations from one year
to the next, and permitting
the benefit of market value
growth to policyholders and
shareholders through additional
investment income.
J To make the effect of the decision
to hold or sell an investment
revenue-neutral, so that the

Knowing the practices
followed in other parts of
the world may have some
benefits – particularly in
the area of solvency
margins.
profits of the year are not unduly
affected by such decisions.
The
following
paragraphs
describe how different asset classes
are dealt with.
2. Bonds
Bonds are valued at amortised
cost. Thus, if a bond maturing for
100 is bought at 85, the discount of
15 is amortised over the term of the
bond. As the value of the bond is
written up, the amount of write-up
is brought into investment income
for that year.
Such write up
augments the dividend income paid
by the bond. Similar treatment is
given to bonds that are bought above
par. Regardless of the market value,
the bond is valued at amortised cost.
If the bond is sold prematurely,
the amount of realised capital gains

or losses (equal to sale price less the
amortised cost) is amortised over the
remaining term of the bond in a
straight-line manner. Thus, if a bond
with a remaining term of 10 years
and an amortised cost of 90 is sold
for 110, the realised capital gain of
20 is amortised over the 10-year
period in equal amounts.
The purpose behind the above
treatment of capital gains is to make
the sale transaction revenueneutral. Thus, whether the bond is
held or sold for profit (or loss), the
amount of investment income
reflected in the financial statements
will not be meaningfully different –
minor differences may arise since
the two streams of amortisation
amounts (before and after sale) will
be slightly different.
If any bond becomes impaired, its
value will be written down with the
amount of write-down being reflected
as a charge for the year’s profits.
3. Mortgages
Mortgages are valued at the
amounts of outstanding loans. These
will generally be held to maturity. If a
mortgage is sold prematurely, the
amount of capital gain or loss (equal to
the sale price minus the amount of
outstanding loan) is amortised over the
remaining term of the mortgage in a
straight-line manner (similar to bonds).
The treatment for impaired
mortgages is similar to that for bonds.
4.

Equities
In the first valuation after a stock
is put on the books, 7.5 per cent of
the unrealised capital gain (or loss)
is brought into investment income
for the year and the value of the
stock is increased (decreased) by the
corresponding amount. In the
following years, any unrealised
capital gain (or loss) is determined
with reference to the amortised cost
of the stock and the process of
amortisation is continued.

WORLD WATCH

If a stock is sold, the full amount
of realised capital gain or loss
(determined with reference to the
amortised cost) is not considered as
investment income for that year. In
order to smooth the effect of the sale
transaction, each year 7.5 per cent
of the outstanding amount of
realised capital gain or loss is
brought into investment income and
the outstanding amount of realised
capital gains is reduced by the
corresponding amount.

the balance sheet as a liability – thus
the net value of assets will be equal
to value of investments held minus
the amount of the liability
represented by the total amount of
unamortised capital gains. As each
year passes, the total amount of
unamortised capital gains is
decreased (using the different bases
described above) and the value of
investments held is written up. Any
unamortised realised capital losses
are given a similar treatment.

The above treatment has a
number of characteristics. Firstly,
the value placed on the investment
is continually updated to reflect the
movement of market values.
Secondly, the use of amortisation at
7.5 per cent avoids the wide
fluctuation of asset values from one
year to the next. Thirdly, the
treatment of realised capital gains
ensures that whether the stock is
held or sold, the investment incomes
for that year and the succeeding
years are not affected to the extent
of the unrealised capital gain at the
time of sale.

B. Valuation of Liabilities

5. Real Estate
The treatment for real estate is
identical with that for equities with
one difference – the amortisation
rate is 10 per cent instead of 7.5 per
cent. There is a requirement that
all real estate holdings have to be
independently appraised at least
once in three years. The insurers
will generally value all major holding
internally each year.
6. Other investments
Standard accounting practices are
followed for other assets (e.g. cash,
short term securities, prepaid
expenses, office equipment, etc.).
7. Manner of reflecting Realised
Capital Gains
As indicated above, the realised
capital gains are amortised over the
future years. The total amount of
unrealised capital gains is shown on

8. General description of the
valuation method
The valuation method is called
Canadian Asset Liability Method

In adopting the RBC
approach, it has to be borne
in mind that the level of
solvency margin cannot be
considered in isolation – it is
the total of the reserve and
the required solvency
margin that has to be taken
into account.

(CALM). The principal features
of this method can be described
as follows:
J The valuation method is applied
to groups of policies where the
insurer is expected to apply a
specific
asset-liability
management practice (e.g. single
premium annuities in payment,
universal life, non-participating
life insurance, etc.). This method
envisages an identifiable basket
of assets that is associated with
that block of business.
J The method involves scenario
testing – i.e. use of a variety of
interest rate scenarios with
compatible assumptions for other

parameters. Each scenario is
expected to give a different
reserve level. The actuary then
uses the results of the scenario
that makes sufficient (without
being excessive) provision for
adverse deviations.
J For each interest rate scenario,
the asset and liability cash flows
are generated for all future years
(until the last liability payment
is made). The fund is rolled
forward, with the positive net
cash flow being re-invested under
the then investment conditions
(implied by the interest rate
scenario) and the
insurer’s
investment strategy for that block
of business. Any negative net
cash flows are met through sale
of assets or through a loan based
on the disinvestment strategy.
The amount of surplus in the fund
is determined when the last
liability payment has been made.
Depending on the ultimate level
of the surplus, the initial basket
of assets is increased or
decreased and the next iteration
is started. This iterative process
is continued until such time that
the ultimate surplus in the fund
becomes zero. After the final
iteration, the statement value of
the modified basket of assets
supporting that block of business
becomes the reserve level.
J As indicated above, each scenario
will give a different reserve level.
The highest level (from amongst
those
providing
plausible
adversity) becomes the final
reserve level used in the financial
statements.
9. Steps
involved
in
the
application of CALM
The following steps are involved
in the application of CALM.
(a) Interest rate scenarios
The interest rate scenarios entail
future yield curves, spreads for
different risk classes of bonds and
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for mortgages, yields from equities and
real estate, market value growth rates
for equities and real estate, inflation
rates, asset default rates, etc.
(b) Asset cash flows
In computing the cash flows in
respect of the assets on hand, the
effect of asset defaults, pre-payment
or call options and investment
expenses will be taken into account.
The growth in the market value of
equities and real estate will also be
taken into account. The values of
some of the parameters may depend
on the interest rate scenario (e.g. the
asset defaults may increase under
some scenarios, the level of exercise
of call options or pre-payment
options may depend on the scenario).
(c) Liability cash flows
The liability cash flows will be
established in respect of the business
in force at the valuation date. In
computing these cash flows, all
relevant parameters (depending on
the type of business) have to be taken
into account in an explicit manner.
The manner in which the levels of
these parameters will be established
is discussed in Section 10 below.
(d) Application of CALM in
practice
The method described above can
be applied for uniform blocks of
business. If such a valuation is
performed on the actual business in
force at the year-end, no further
calculations are needed.
This
method does not need any
calculation of reserves at the
policy level. In practice, some
variations are found necessary for
the following reasons:
J The scenario testing involves
complex calculations. It entails
use of scenarios and changing
assumptions, possible use of
stochastic techniques (requiring
the use of models), etc. The
timing at the year-end may be
such that such calculations

12
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cannot be performed at that
time. To overcome this difficulty,
the reserve level for that block
is determined ahead of time
(using the business in force at
that time). Once the reserve
level has been established, the
rate of interest at which the
present value of the liability cash
flow is equal to the reserve level
just established is determined.
This then becomes the valuation
rate of interest. This interest
rate is then applied to the actual
business in force at the end of the
year for that block of business –
subject to any modifications for
any material changes in
circumstances that may have
taken place between the date of
testing and the year-end.
J For many purposes, the reserves
at the policy level are required –
e.g. for determining negative
reserves
or
cash
value
deficiencies, for computing the
solvency requirements, etc.
When the above approach to
determine the valuation rate
of interest is used, reserves at
the policy level can be computed
for the business valued at
the year end.
10. Liability valuation bases
As described above, CALM
entails the computation of liability
cash flows. In computing these cash
flows, a number of parameters have
to be taken into account. These
depend on the product type.
Generally speaking, these will
consist of mortality, surrenders
lapses, conversion from term
to permanent plans, premium
persistency,
policy
expenses
(with an allowance for inflation),
incidence of disability, termination
of disability, etc. In choosing
the assumptions for each of
these
parameters,
following
considerations have to be taken
into account:

J Each assumption should consist
of two components – Best
Estimate assumption and a
Margin for Adverse Deviation
(MfAD).
J The Best Estimate assumption
should be appropriate for the
product to be valued and should
be based, where possible, on the
insurer’s own experience. If such
experience is not available, it can
be based on the industry
experience.
J The MfAD is added to allow for
the possibility that the Best
Estimate assumption may not
have
been
determined
accurately. The level of MfAD
will depend on the degree of
confidence in the Best Estimate
assumption
–
lower
the
confidence, greater the MfAD and
vice versa.
J It should be noted that the level
of some of the parameters may
depend on the interest rate
scenario, e.g. the surrenders/
lapses, expense inflation, etc.
11. Special features
There are some special features
that would be of interest:
J The reserve under a policy can
be negative or less than the
guaranteed cash value. Such
deficiencies are taken into
account at the time of computing
the solvency margins.
J For contracts with very little
death
benefits,
such
as
segregated fund (mutual fund)
contracts, the “term of contract”
is defined in such a manner that
the absolute value of any negative
reserve does not exceed the
unamortised acquisition costs.
12.Professional guidance to
actuaries
The Canadian Institute of
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Actuaries (CIA) has provided very
detailed professional guidance to the
members in respect of the
application of CALM – steps in
working CALM, choice of interest
rate scenarios, determination
of Best Estimate assumptions,
level of MfAD’s for different
assumptions, etc.
C. Solvency Margins
13. General
approach
to
Solvency Margins
The Office of the Superintendent
of Financial Institutions (OSFI), the
Canadian insurance regulator, has
published a very detailed guideline
for the computation of the solvency
margins. The solvency margins,
known as Minimum Continuing
Capital and Surplus Requirements
(MCCSR), are based on Risk Based
Capital approach. A minimum level
of $5 million is specified. The
MCCSR level is compared with the
Available Capital to determine the
MCCSR Ratio (Available Capital
divided by the MCCSR).
In the following description, a
number of finer points have been
glossed over.
Components of the MCCSR
The MCCSR consists of the
following five risk components:
J Asset defaults (C-1) risk – losses
caused by defaults in payments.
J Mortality, morbidity and Lapse
risk – the risk that the
assumptions may be wrong.
J Interest margin pricing risk - the
risk of interest margin losses
with respect to invested assets
and pricing decisions (other than
the losses from asset defaults and
changes in interest rate
environment).
J Changes in interest rate
environment (C-3) risk – the risk
of loss resulting from changes in
interest rate environment.

J Segregated fund risk – the risk
of
loss
from
guarantees
embedded in segregated fund
contracts.
Available Capital
The Available Capital consists of
two tiers – Tier 1 (Core capital)
constitutes the highest quality
capital and Tier 2 (Supplementary
capital) constitutes capital not of
highest quality but contributing to
the overall strength of the insurer
as a going concern.
Certain
restrictions apply to the levels of
capital under these tiers.
MCCSR Ratio
A minimum ratio of 120 per cent
is specified. The reason for a ratio

Adoption of practices
followed by another
jurisdiction without
modification is at times
difficult or impractical.

in excess of 100 per cent is that the
MCCSR calculation process does not
explicitly address many risks, such
as risks relating to systems, data,
strategic direction, management,
fraud, legal and other business risks
or any risks not explicitly addressed
by the actuary when determining
the policy liabilities.
The insurers are advised to
retain a minimum ratio of 150 per
cent to provide a cushion above the
minimum to cope with the volatility
in the marketplace and economic
conditions, innovations in the
industry, consolidation trends and
international development.
14. Available Capital
As indicated above, the Available
Capital consists of two tiers.

Tier 1 (Core Capital)
This consists of the following
components:
J Common shareholders’ equity –
common shares, contributed
surplus and retained earnings.
J Qualifying
non-cumulative
perpetual preferred shares.
J Participating account.
J 55 per cent of realised capital
gains in respect of surplus assets
(equal to 100 per cent of such
gains less taxes).
From this amount a deduction is
made for goodwill, cash surrender
value deficiency (viz. reserves less
than cash values) computed on an
aggregate basis and negative
reserves computed on a policy-bypolicy basis. (Note: The cash
surrender value deficiency is
calculated for uniform blocks of
business. Since the calculation is
done on an aggregate basis, any
excess of reserves over the cash
values from some policies can offset
deficiencies under others.)
Tier 2 (Supplementary Capital)
This is in turn split into three
components 2A, 2B and 2C. These
include the following:
J Hybrid (debt/equity) capital
instruments
–
cumulative
perpetual preferred shares, 99year debentures, etc.
J Limited life instruments –
subordinated term debt and term
preferred shares.
J 75 per cent of the cash surrender
value deficiency computed on
aggregate basis.
J 75 per cent of negative reserves
computed on a policy-by-policy basis.
J Unrealised unamortised capital
gains in respect of surplus assets
less a provision for taxes.
J 50 per cent of terminal dividend
reserves in respect of out-ofCanada policies.
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Deductions and limitations
From the total of T-1 and T-2
capitals, a deduction is made for
policy liability ceded to unregistered
reinsurers. A number of limitations
are applied, e.g.
J T-2 capital should not exceed T-1
capital.
J Negative reserves included in T-2
should not exceed 33 per cent of T-1.
15 Asset default risk (C-1 Risk)
In quantifying this risk, offbalance-sheet assets are also
considered. The default factors
depend on the type and quality of
asset.
For assets supporting
qualifying participating business, the
factors are reduced by 50 per cent
to allow for the pass through
features of such policies (a default
loss can be passed on the
policyholders through reduced
benefits). The factors given below
represent the full factors. Assets
backing index-linked products
attract separate capital factors based
on correlation calculations.
The MCCSR guideline gives a
detailed description of the various
factors. The following is a broad
description of the factors used:
J Cash, policy loans, receivables
from registered insurers, etc. –
0 per cent.
J Outstanding premiums, agents’
balances, receivables, prepaid
expenses, receivables from nonapproved reinsurers, etc. – eight
per cent.
J Short-term securities (under one
year) – Factors range from 0 per
cent (for Govt. securities) to two
per cent for commercial paper
rated R3, A-3 or equivalent.
J Bonds – Factors range from 0 per
cent (Govt. securities) to 16 per
cent (lower than B, C or
equivalent).
J Mortgages – Factors range from
two per cent (residential first
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mortgages) to 8 per cent
(mortgages on undeveloped land).
Equities – For preferred shares,
factors range from one per cent
(Pfd-1) to 15 per cent (Pfd-5).
For common shares and mutual
funds – 15 per cent.
Real Estate – Factors range from
four per cent (self-occupied
premises) to 35 per cent (oil and
gas properties).
For impaired investments, an
additional component of 35 per
cent less amounts of individual
allowances and write-downs.
This component should not be
negative.
For restructured loans and
mortgages, a factor of 15 per cent
is used.
For assets supporting indexlinked products, asset default
factors are replaced by capital
factors.
These require the
calculation of Correlation Factors
(CF) that take into account the
returns credited to policyholder
funds, returns on supporting
assets and their standard
deviations. The capital factors
are equal to (100 – CF) per cent.

16

Mortality/morbidity and
lapse risk
Various factors are applied to the
measure of exposure that depends
on the type of business:
J Life insurance – Net sum at risk
(sum assured less reserve).
J Annuities (with life contingency)
– Policy liability.
J Disability income (new claims) –
Annual premium.
J Disability claims (in course of
payment) – Policy liability.
The factors depend on the period
of guarantee remaining for the
benefits provided.
(a) Mortality
The factors are per 1,000 of
exposure.

Group life insurance
J Participating. Guarantee less
than one year – 0.5. Others – 1.0.
J Non-participating. Guarantees
less than one year, one to five
years and over five years – 0.5,
1.0 and 2.0 respectively.
Individual life insurance
J Participating – 1.0.
J Non-participating. Universal
Life – 1.0. Others - Guarantees
less than one year, one to five
years and over five years – 0.5,
1.0 and 2.0 respectively.
Accidental
death
and
dismemberment
J Multiply above factors by 30 per
cent to reflect the proportion of
accidental deaths.
The component is reduced for
reinsurance ceded to approved
reinsurers. For qualified stop loss
arrangements, the ceding company
can reduce the component by an
amount not exceeding 40 per cent
of the amount.
The above amounts are then
adjusted for statistical fluctuation by
multiplying by a factor ranging from
1.25 (calculated component up to $1
million) to 0.60 (calculated
component over $1 billion).
Annuities
involving
Life
contingencies
J One per cent of reserves
(including any portion of liability
that does not involve life
contingency).
17 Morbidity
New Claims Risk ( % of Annual
Premium)
J Factors for guarantee periods
less than one year, one to five
years and over five years –
Individual
(12,
20,
30
respectively), Group (12, 25, 40
respectively).
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J Above factors are multiplied by
75 per cent if the benefit period
does not exceed two years.
Continuing claims risk
J Factors depend on the duration
of disability and length of benefit
period remaining and range from
two per cent to eight per cent of
reserve.
Accident and sickness
J New Claims – 12 per cent of
annual premium.
J Continuing Claims – 10 per cent
of IBNR relating to prior years.
The calculation is done net of
reinsurance ceded. Adjustment
factors for statistical fluctuation
range from 1.00 (calculated
component upto $10 million) to
0.75 (calculated component over
$100 million).
18 Lapses (individual business
only)
This component is calculated in
the following steps:
J Group the business in Group A
(reserves are higher with lower
lapse rates for durations six and
over) and Group B (reserves are
higher with higher lapse rates for
durations six and over).
J Recalculate the reserves with
lapse rates for Group A being
lower by 10 per cent and for
Group B being higher by one
percentage
point.
For
participating business, 50 per cent
values are used.
J The increase in the reserve is the
lapse component of the MCCSR.
19 Interest margin pricing risk
This provides for losses in
interest arising from such events as
communication problem between
the investment and pricing
personnel, lack of sufficient volumes
of new bond and mortgage
opportunities and change in the
interest spreads relationships
between different investments.

J For life insurance and A&S
business, the component is 0.5 per
cent of reserves for participating
and adjustable business and one
per cent of reserve for nonparticipating business.
J No component is needed for
Guaranteed Interest type of
contracts where the terms at next
renewals are the same as for new
business. For other situations,
the factor is 0.5 per cent.
J No component is needed for
business where there is no repricing risk – e.g. paid up
business with no future dividends
or when the policy liabilities are
not discounted for interest – e.g.
unearned premiums.

Change the treatment of
realised capital gains so
that it becomes
transaction-neutral.

20 Changes in interest rate
environment (C-3 Risk)
(a) Policy liabilities
This covers the risk of asset
depreciation arising from interest
rate shifts. The component is
calculated on net of ceded basis. The
reserves are taken net of policy
loans if the loan rate is variable and
has no upper limit. The factors are
reduced by 50 per cent if the policy
has no guaranteed cash value in the
next five years. No component is
required for business where the
policy liabilities are not discounted
for interest or there is no interest
credited.
Non-participating (factors are
per cent of reserves)
J Life and Health (other than
Universal Life) - Factors depend
on the period of premium
guarantee remaining. Factors
for periods under five years, five

to 10 years and over 10 years are
1.0, 2.0 and 3.0 respectively.
J Endowment. Factors for the
above remaining guarantee
periods are 1.5, 3.0 and 5.0
respectively.
J Single premium annuities and
disability claims – 1.0.
Participating and Universal
Life
J Non-participating factors for the
lowest guarantee period are used.
Accumulation funds
J The factors depend on how the
funds can be withdrawn (with or
without an adjustment for
changes in interest rates), how
the withdrawn amount can be
paid (single sum, an annuity or
in installments) and the
remaining period of interest
guarantee. The factors range
from 0.5 per cent to 10.0 per cent
of the reserve.
(b) Asset cash flow uncertainty
risk
This provides for risk arising
from prepayment and extension
of debt instruments that are
sensitive to interest rates. The
following factors are applied to the
value of assets:
J Residential and commercial
mortgages
that
have
no
prepayment
penalties
or
conditions – one per cent.
J U.S. Mortgage Backed Securities
(MBS) and Collateral Mortgage
Obligations (CMO) – Factors are
based on “Cash Flow Uncertainty
Index” and range from 0.5 per
cent to 75 per cent.
J Other fixed income assets – Testing
is needed for different interest rate
scenarios to determine the Cash
Flow Uncertainty Index. The
factors range from 0.5 per cent to
eight per cent.
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J For any assets that are
supporting cash flow tested
reserves, the factors are reduced
by 50 per cent.
21 Off Balance sheet activity risk
This covers the risk of the
counter party to a transaction, i.e.
the credit risk. The face amount of
the off balance sheet instrument
does not always reflect the amount
of credit risk.
The potential
exposure can be measured by the
face amount of the instrument
multiplied by a “credit conversion”
factor. This is then multiplied by
the MCCSR factor.
The credit conversion factors
range from 100 per cent to 0 per cent
(commitments with an original
maturity of one year or less or that
are unconditionally cancelable at any
time without prior notice). The
MCCSR factors range from 0 per cent
to 8 per cent. The factors applied to
qualified participating business are
50 per cent of these factors.
22 Segregated fund guarantee
risk
This covers the risk of the
minimum benefits guaranteed
under segregated fund contracts.
This calculation is done through a
series of steps.
Basic factor A1
The factors depend on the following:
J Years to maturity.
J Whether or not resets are
permitted.
J Level of minimum death,
surrender and maturity benefit.
J Type of fund.
The factors range from 0.01 per
cent to 27 per cent. Separate factors
are specified for minimum death,
maturity/surrender and income
benefits.
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Time
Diversification
Adjustment A2
An adjustment is made for
companies
having
guarantee
maturities that are sufficiently
spread over time. These factors
range from 1.000 to 0.905.
MV/GV and Time to Maturity
Adjustment B
An adjustment is made for the
relationship of the current Market
Value to the Guaranteed Value and
the time to maturity. The factors
depend on the ratio of MV/GV, years
to maturity and whether or not
resets are permitted.
MER Adjustment C
This is an adjustment reflecting
the differences in the actual
Management Expense Ratios from
those assumed in developing the
factor tables.
Margin Offset Adjustment
This reflects the reduction to
take into account the margins that
are available in the products.

D. Comparison with Indian
practice
23 General observations
As indicated at the beginning of
the article, financial reporting
practices in different countries have
developed along different historical
lines. In looking at the practices
followed by other jurisdictions, it is
always informative to appreciate the
logic inherent in those practices.
That may be of help in deciding the
future course of action if a change is
contemplated.
While
comparing
the
international
practices,
the
development on the international
scene has also to be borne in mind.
There is a move to Fair Value
Reporting. This may bring in
changes in the manner in which the
financial reports of life insurers may
be prepared. This includes the use

of Risk Based Capital approach for
solvency margins. The following
sections compare the Canadian
practice with the Indian practice in
the three areas discussed above.
24 Valuation of assets
Bonds
The primary feature for bonds is
the amortisation of premiums or
discounts. In both countries the
premium or discount is brought into
investment income each year and
the bond price is written up/down.
There is a major difference in the
treatment of a sale transaction.
J In Canada, the accounting
practice is transaction neutral.
Any gain (or loss) is amortised in
a straight-line manner over the
remaining term of the bond.
Thus, apart from any variation
in the incidence of the
amortisation amounts (before
and after sale), the sale has no
effect on the financial statements.
Such straight-line amortisation is
dictated
by
practical
considerations so that all bonds
with same remaining terms can
be grouped together (without
having to retain the original
terms of the bonds after they
have been sold).
J In India, any capital gains (or
losses) flow through the financial
statement for the year of sale. As
a result, an insurer sitting on a
sizable amount of unrealised
capital gains can sell and
repurchase the bonds and bring
in the profits during the year of
sale. Even though transaction
costs have to be incurred, the
accounting practice may dictate
the sale transactions and could
be misused.
Mortgages
Even though the mortgages are
unlikely to be sold prematurely, the
comments for bonds equally apply to
mortgages.
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Equities
There are major differences
between the Canadian and Indian
practices.
J The Canadian practice is based
on market values. In order to
smooth the market value
fluctuations, only 7.5 per cent of
the excess of the market value
over the carrying value is brought
into the revenue account each
year. It is transaction neutral.
Thus, any capital gains arising
from any sales are amortised
using the same factor. Also, no
distinction is made between the
policyholder funds and the
shareholder funds.
J The Indian practice is to use cost
basis. Thus, any unrealised
capital gains are offset by a
corresponding increase in Fair
Value Change Account.
A
portion of the unrealised capital
gains can be brought into
revenue for bonus declarations
subject to IRDA approval. It
appears that for any equities
supporting non-participating, the
benefit of any unrealised capital
gains cannot be passed on to the
fund (unless it is sold). The
revenue
account
can
be
influenced by a sale transaction
(or a sale and buy back
transaction). Also, the treatment
between the policyholder fund and
shareholder fund is not the same.
Real Estate
The differences described for
equities equally apply to real estate
(in Canada, the amortisation rate for
real estate is 10 per cent instead of
7.5 per cent for equities). There are
other major differences.
J In Canada, no distinction is made
between real estate held for
investment and that is owneroccupied. For owner-occupied
properties, a rent at the going
market rate is imputed. This
has two effects. Firstly, the yield
on the property is realistic.

Secondly, the use of imputed rent
results
into
a
realistic
determination
of
the
administration costs for the
business that eventually get built
into the pricing of products and
for determining the valuation
assumption for expenses.
J In India, the treatment of owneroccupied real estate may
(will) introduce an element of
understatement in the level of
expenses that will flow into pricing
and valuation. Such treatment
of
expenses
will
be
disadvantageous for the new
insurers who may not be
holding any owner-occupied

The accounting treatment
given to an investment
should depend on the
nature of investment and
not by where it is held
(Policyholders’ Fund or
Shareholders’ Fund)

properties and will show higher
expenses resulting from paying
rents at the current market
values.
In all probability,
since such real estate will be
held
by
the
shareholder
funds, the shareholder profits
will be understated.
25 Valuations of liabilities
The approaches used for
valuation in the two countries are
very similar. Both use an explicit
approach that recognises all future
cash flows, use assumptions for all
contingencies and employ the
concept of “expected” assumptions
and
“margins
for
adverse
deviations”. The following could be
considered as some of the major
differences:

J The Canadian approach uses
asset-liability cash flow testing
(along with a multitude of
economic scenarios) to the full
extent. The Indian practice
indicates the need for such
testing in the determination of
the interest rate assumption but
is not ingrained in the
professional practice.
J The Canadian Institute of
Actuaries has provided an
extensive amount of guidance to
the profession in matters such as
determining best estimate
assumptions,
determining
margins for adverse deviations,
scenario testing, etc. It will
appear that the ASI may have to
put in more efforts in providing
assistance in these matters.
J The most prominent difference
lies in the treatment of negative
reserves and any reserves less
than the guaranteed cash values.
No minimums are used for such
values in Canada. The thinking
behind this approach is that once
the Appointed Actuary has
determined
the
valuation
assumptions (that include
margins for adverse deviations)
there is no need to put any
artificial limitations on the
reserve levels.
With such
approach,
the
financial
statements reflect realistic
earnings. Any concerns arising
from the solvency considerations
are reflected in the MCCSR
computations (the asset created
by such reserves is considered to
be belonging to Tier 2).
26 Solvency Margins
Required Solvency Margins
The Canadian practice uses the
Risk Based Capital approach.
Significant amounts of effort have
gone into identifying the various
risks and quantifying them.
In India, even though the
modified Insurance Act envisages
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the use of a three-factor approach,
the Regulations specify only two
factors. The third factor for asset
defaults was (temporarily?) set to
zero – primarily due to the opposing
views of some members of the
profession when the discussions
were going on. The present twofactor approach essentially follows
the U.K. practice. Use of an RBC
approach that is appropriate to the
Indian environment would have
taken a lot of research. Due to the
then time pressure, it was quite
natural to use an approach followed
by some jurisdiction.
In adopting the RBC approach, it
has to be borne in mind that the level
of solvency margin cannot be
considered in isolation – it is the total
of the reserve and the required
solvency margin that has to be taken
into account.
Available Capital
Under the Canadian approach,
credit is given to all the capital gains
(realised and unrealised). In respect
of the policyholder funds, such credit
is given through the approach used
for cash flow testing (that recognises
all unrealised capital gains). In
respect of the shareholder funds, the
credit is given in determining the
amount of available capital (with an
allowance for any taxes that may be
payable when such gains are
realised).
The Indian approach in respect
of any unrealised capital gains is
mixed. It will appear that these are
permitted only in respect of real
estate held for investment by the
policyholder funds and not available
for others (owner-occupied real
estate, equities and all Shareholders’
Funds). This will undoubtedly cause
a strain on the insurers in requiring
to raise additional capital.
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E. Possible changes in the
Indian practice
As indicated at the beginning of
the article, the life insurance
industries in different countries
would have developed on different
lines. As a result, adoption of
practices followed by another
jurisdiction without modification is
at times difficult or impractical.
Nevertheless, it is hoped that the
above description of the Canadian
practice and a comparison with the
Indian practice may be helpful if
some changes are contemplated.
The worldwide move in the direction
of fair value accounting also has to
be taken into account.

Bring consistency in the
treatment of both sides of
the balance sheet.

Consideration can be given to
the following changes:
J Bring consistency in the
treatment of both sides of the
balance sheet. At present, while
on the liability side, the valuation
of liabilities attempts to use a fair
market value approach, the
approach used on the assets side
is still on the book value basis.
A change can be considered to use
market value basis on the assets
side. This can be done by using
market values directly or by
using some form of smoothed
market values as done in Canada.
Such change will put the financial
statements on a compatible basis.
J Change the treatment of realised
capital gains so that it becomes
transaction-neutral. Whether an
investment is held or sold should
not affect the financial statement.
J The accounting treatment given
to an investment should depend

on the nature of investment and
not by where it is held
(Policyholders’
Fund
or
Shareholders’ Fund) or is deemed
to be an investment property or
an owner-occupied property.
J In valuing the liabilities, any
reserves that are negative or less
than the guaranteed cash values
need not be set to a minimum.
Any solvency considerations
should be reflected in the
Solvency Margin levels.
J The Minimum Solvency Margins
can be based on the RBC
approach. This will undoubtedly
require a fair degree of research
into
identification
and
quantification of the applicable
risks. The amount of available
capital should recognise any
unrealised capital gains on all
investments that have not been
taken into account in valuing the
liabilities – whether such
investments are held in the
policyholder fund or the
shareholder fund.
Making any of the changes will
involve a number of players – such
as the IRDA, the Actuarial Society
of India and the Institute of
Chartered Accountants. Getting a
consensus may not be easy!

The author, an actuary, retired after
spending over 40 years in the life
insurance industry. He has been very
active on the Indian insurance scene.
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Are the Protectors Protecting Themselves?
G. V. Rao

R isk

management by insurers,
essentially, is about reducing their
vulnerability due to the changes taking
place within their organisations and in
the environment in which they function.
Currently, each department of an insurer
such as the finance, human resource,
marketing and technical is left to deal
with its risk exposures independently in
its own way and in a piece-meal fashion.
There is no corporate-wide view of risk
management of these changes as a
corporate strategy to build synergies
across all departments to ensure healthy
cash flows on a sustainable basis.
Insurers do not as a rule analyse
their risk exposures that have an
impact on their bottom line due to
their internal inefficiencies and
deficiencies, the competitive zeal of
others, the changing customer attitudes,
the likely changes in the Government
and regulatory policies and the
pressures from stakeholders, as a
matter of best business practice. In the
fast changing current market conditions,
there is, however, a greater need for
insurers to develop risk management
plans that are approved by their boards
of directors, particularly as there is no
statutory or regulatory compulsion for
the boards to do so.
Enterprise Risk Management
Insurers perhaps occasionally do put
into practice mechanisms to deal with
‘known risks and changes’ that are
mostly internal and mostly apparent.
These are treated as a part of ‘Change
Management.’ But risk factors whose
consequences are unknown, operating
mostly in the external environment, can
more severely affect insurance
enterprises. Insurers should, therefore,
frequently scan the environment for
possible scenarios that might affect
them to be able to put in practice
mechanisms that would mitigate their
financial consequences of such unknown
factors or risks. ‘Change management’
and ‘Risk management’ should both be
accorded a higher priority.
Recently, 14 life insurance
companies in Nigeria were shut down

— Insurers, risk managers and their corporate activities
by the Government of Nigeria for
their failure to meet capital adequacy
norms prescribed under the statute.
Barings, a British Bank of 233 years
standing, was sold to ING for one
pound plus losses, following the
activities of one rogue trader, Nick
Leeson, on account of inadequate
supervision over his functions.
Oman National Insurance Co SAOG,
in the Sultanate of Oman, that had
a market share of 40 per cent collapsed
in 2000 due to negligent reinsurance
arrangements that escaped corporate
scrutiny. These incidents occurred due
either to unknown and sudden risk
factors; or unacknowledged internal
inefficiencies.
There
was
no

A survey by the Financial
Services Authority (FSA),
UK to determine what
caused the failure of several
insurers and reinsurers
concluded that the major
reason was the inability
of managements to predict
events and forecast their
consequences
management
appreciation
of
operational risks and what could
go wrong with its systems that would
put the whole enterprise to huge
financial losses.
Following the collapse of Enron and
other corporations in US, the SarbanesOxley Act, 2000 enjoins the boards of
corporations in US to be responsible for
disclosing to the shareholders that there
are in place processes to manage
potential threats to their balance
sheets. Financial organisations that
deal with public funds need stricter risk
management corporate controls to deal
with internal and external risk
exposures both for survival and growth.

What led to the recent collapse of
insurance markets abroad?
Anticipating and forecasting the
consequences of the rapid and,
occasionally, inevitable changes taking
place within the organisation and
outside of it have not been the topics of
intense discussions at the corporate
level among the insurers. While insurers
are regarded as reasonably good as risk
managers of their customers’ physical
risk exposures, they are found to be
woefully wanting when it comes to
managing their own corporate risk
exposures.
A survey carried out recently by
the Financial Services Authority (FSA),
UK to determine what caused the failure
of several insurers and reinsurers - that
followed the recent collapse of the
international insurance markets in
2002
concluded
that
the major reason was the inability
or neglect of managements in
anticipating the events that occurred
and forecasting their consequences on
the cash flows and the margins and not
having contingency plans to deal with
the
unfolding
developments.
Managements were to blame more than
the events that occurred.
This article proposes to deal with the
identification of major risk exposures
faced by insurers either due to
operational business risks or due to
changes in the external environment
that could cause them severe financial
impact; and why an enterprise risk
management strategy plan is necessary
for their survival and growth. It is
beyond the scope of this article to deal
with the issues of evaluating their
impact and how best an insurer could
deal with them. Even in the absence of
such an analysis, it is hoped that
insurers themselves, given the present
stimulus - that is the aim of this article
- would consider engaging themselves in
examining the spectrum of their risk
management tasks.
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Identification of risk exposures of
insurers:
The word ‘Risk’ has its origins in the
Italian word, risicare, which means, “to
dare”. Risk-taking is about making
choices rather than allowing events to
unfold on their own. The risk exposures
of an insurer can be itemised as:
(1) Corporate governance risks dealing
with keeping the stakeholders’
interests satisfied, and ensuring
management accountability for
ethical and strategic performance
(2) Management of ‘marketing risks’ in
dealing with multi-distribution
channels for growth
(3) Risks involved in poor customer
orientation of staff and their low
motivational levels resulting in poor
brand image
(4) Fund management risks in
improving investment earnings and
(5) Risks in underwriting and claims
management that have an impact on
the profitability of the insurer.
These risk exposures that are a part of
internal environment need to be tackled
in the context of the external changes
that are imposed on insurers.
The external environment has
thrown up risks such as:
(1) Government policy change risks like
the increased FDI, disinvestment of
capital of public sector companies or
mergers among them
(2) Increases in taxes affecting
customer demand for products
(3) Detariffing of premium structures
leading to market uncertainty
(4) Customer-led risks impacting on the
reputation and service standards
(5) Regulatory changes for more
accountability, transparency and
disclosures by insurers and
(6) Volatility risks in reinsurance
markets abroad making reinsurance
scarce and expensive.
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Managing risk exposures of
liberalisation
Though the talk of liberalising the
insurance markets was in the air for a
number of years, the public sector
companies are, even now, substantially
unprepared and unadjusted for the
competitive changes that have occurred
in the market. Equally, the insurers
were found unprepared for the entry of
brokers and the effect of that on their
marketing processes though the
legislation to bring them in was debated
for a few years. The threats that these
changes could pose to their monopoly
were neither identified nor measured
nor plans implemented to improve

Managements of Indian
insurers are dealing with the
problems of internal
environment over which
they have more control. The
changes taking place in the
external environment over
which they have little
control are left, by and large,
unattended; and when they
do loom as large, they are
dealt with as crises to be
handled.

their attitudes, internal efficiencies
and processes to deal with their
consequences. It has been a familiar
story of reacting to developments
and fire fighting. The only visible
response so far has been the
implementation of a voluntary
retirement scheme for the staff.
Managements of Indian insurers
today, in the exercise of power and
authority bestowed on them are
spending a lot of their time focusing on
dealing with the problems of internal
environment over which they have more
control. The changes taking place in the
external environment over which

they have little control are left, by and
large, unattended; and when they do
loom as large, they are dealt with as
crises to be handled.
Globalisation and Government
induced competition have changed the
external environment faced by insurers.
There are now more insurers; more
distribution channels; more regulation
and more autonomy for public the public
sector. What new risks have these
changes thrown up? How have the public
players responded to this new situation?
Have they even grasped the implications
of the changes that have come about?
Major changes in the markets
The major changes that have
recently occurred in the markets are:
(1) That the monopoly of public players
and their marketing arm of
Development officers to deal directly
with their captive customers has
been irretrievably broken by the
introduction of private sector
companies and other distributors
(2) The de-linking the subsidiaries from
the GIC has weakened them in the
areas of co-ordination, investment,
reinsurance and HRD practices
(3) The fierce private sector competition
for profitable segments is another
change component
(4) The international reinsurance
situation continues to be volatile
(5) The fluctuating stock market is
another challenge to manage funds
effectively.
These five major changes have
significantly altered the landscape of
risk exposures of public players in their
pursuit for customer acquisition for
volumes and profits. They have also
imposed on the current managements
more
onerous
leadership
responsibilities to lead rather than
merely to manage.
Need for an enterprise risk
management plan
Insurers need, under the present
situation, to prioritise the above risks
and the likely changes they will bring
about and measure how their probable
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occurrence and the degree of their
severity would affect their bottom lines
for the future. As will be seen from the
range of risk exposures stated above,
there are several departments involved
that deal with them in the process of
handling them. There is, therefore, an
urgent need for a corporate risk
management plan to be conceived, drawn
up, debated, approved and implemented
with a specified officer responsible for
its implementation reporting to the
CMD. Banks have taken a lead in the
area of risk management due to their
implicitly following the international
code of rules.
Strategic risk management, unlike
traditional risk management, deals
with risks as an inevitable part of
business environment and does not
attempt their elimination; but to adapt
to them and improve its risk absorption
capability by understanding their
ramifications better and deal with them
to earn larger rewards. Risk taking has
rewards attached to it. Many risks that
insurers assume relate to strategy,
systems, culture and internal processes
over which they have greater control.
Managements have the responsibility to
keep the ‘uncertainty’ inherent in the risk
to the minimum. Understanding this
uncertainty, quantifying it, working out
the consequences of it and taking steps
to deal with them or control them is what
risk management is all about.
While the changes in the external
environment and their relative risk
exposures can only be anticipated but
cannot controlled, it is the responses of
the internal environment and its
management that will determine how
the external threat changes posed can
be
converted
into
business
opportunities. If the changes and its
risks exposures are such that threaten
to weaken the insurers’ organisations,
then insurers have to plan internal
environment transformations to meet
the external change challenges. In either
case it is necessary for insurers to
identify the risk exposures in the
external changes and put plans into
operation to take advantage of the
changing scenario.

Managements of insurers have,
however, a tendency to deal with
immediate problems rather than
important ones. For transformational
thinking to take place, an external
stimulus is needed. It is for the boards
of insurers who are responsible to the
shareholder and are enjoined to lay down
the corporate policy to take the lead in
this important area. Should there be a
regulation for it?
The serious problems now faced
by most public players can be traced
to the absence of a enterprise risk
management plan that would not
only enable insurers to understand

The changes in the external
environment and their
relative risk exposures can
only be anticipated but
cannot controlled. The
responses of the internal
environment and its
management that will
determine how the external
threat changes posed can be
converted into business
opportunities.

better the changing environment and
its attendant problems but demand
its managements to come up with
suitable response mechanisms to
deal with them.
What next?
The next urgent issue on the horizon
is the imminent detariffing of the Motor
Own Damage (OD) business from April
1, 2005. The OD claims ratios of insurers
have significantly fallen in 2003-04
resulting in handsome operating profits
for insurers. Are the insurers now ready
with their corporate risk exposure
analysis of how this change, if it should
come about, would affect them in terms
of competition, growth and profitability

and the possible responses of how best
one should take advantage of the new
development? How will customers react?
How will the marketing and
administrative staff deal with this
change? What are their training needs
to absorb this change? How will the
competitors deal with it? What
strategies will have to be in place in the
run up to the change?
Conclusion
The cultivation of a risk
management attitude towards their
corporate risk exposures, thrown up by
the rapid changes in the external and
internal environment, is fundamentally
important. Such an attitude should lead
towards making a careful analysis of
how best the insurers can trade risk
with opportunity to survive and grow in
the increasingly fierce competitive
market place.
Where the risks cannot be used as
opportunities, but are seen only as
threats, having suitable mechanisms in
place to deal with them can mitigate
their financial consequences. The
question to ask is: are insurers ready to
change their current corporate attitudes
towards dealing with risks that threaten
their progress; or alternatively if they
can be converted as opportunities for
them to grow? If they are not, then it is
back to the old days of reacting to
changes that might weaken even the
current corporate strengths of the
insurers to face the future. It will be just
too bad if that should happen.

The author is retired CMD, The
Oriental Insurance Company.
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Analytical Assessment
John Thorpe

Reinsurance broking has become less
about getting the cheapest cover, and
more about managing reinsurance
capital in the most efficient way. A good
reinsurance intermediary therefore
makes significant investment in
actuarial and analytical capabilities.
The range of services that an
international intermediary is expected
to provide include detailed loss
forecasting, cost allocations, pricing
analysis, cash flow analysis and other
types of financial modelling. In India
Aon Re works closely with Aon Global
Insurance Services to provide high value
risk management services to Indian
direct insurers and GIC.
Clients normally require value
creating consultancy services to assist
them in
J Making informed reinsurance buying
decisions and development in their
markets.
J The design, analysis and negotiation
of all forms of risk financing
programmes.
J The quantification of insurance
exposures and the evaluation of risk
management strategies.
We have developed (and are
continuing to evolve) services, models
and products to meet the increasingly
complex needs of our demanding client
base. Currently, our main skills and
objectives include:
J Actuarial
and
Analytical
Assessments – assists with
programme design and subsequent
placing. Especially useful in
hard markets for negotiating cost
justified rates.
J Catastrophe Exposure Modelling –
enables clients to make more
informed decisions regarding
retentions, limits and efficient
reinsurance pricing.
J Alternative Risk Financing /
Transfer – design, analysis and
negotiation of ‘non-traditional’
protections, that combine financing
with insurance and risk transfer.

22

nal, September 2004
irda Jour
Journal,

— Through the Eyes of a Reinsurance Broker
This includes access through to
capital markets.
J Dynamic Financial Analysis –
utilises sophisticated proprietary
modelling of assets and liabilities
to evaluate optimal reinsurance/risk
transfer structure and the financial
statement impact given the clients
objectives, such as their appetite
for volatility/stability or any key
ratio criteria.
J Captive Feasibility – consultancy
services ranging from the formation
of new captives and strategic captive
consulting, to the analysis and
modelling of the financial impact of
captive insurance programmes and
the optimisation of capital
efficiency.

A good reinsurance
intermediary makes
significant investment in
actuarial and analytical
capabilities.
Actuarial and Analytical Assessment
The assessment and valuation of
risk is an integral part of advising our
clients and broking any risk transfer or
risk-financing product to underwriters,
regardless of whether the underwriter
is an insurer, reinsurer or capital market
investor.
The unit generally takes a stochastic
view of the world and has a wide range
of statistical tools to carry out the
analysis and to develop loss and
financial models. We compare and
contrast the ‘value’ of the current
reinsurance programme with other
options for trading or retaining the risk,
based on expected losses and associated
volatility, with reference to the
company’s strategic reinsurance buying
objectives. We have developed our own
proprietary models where appropriate.
We undertake the following main
tasks:
J Reinsurance programme modelling
and analytical support for property

and liability coverages, including
determination of technical pricing
having regard to loss exposure
periods and market loss probability.
J Risk retention and whole account
reinsurance programme analyses.
J Developing proprietary financial
statement models that add to the
actuarial insight we offer and enable
us to assess the effectiveness, based
on a company’s objectives and
constraints, of different reinsurance
programmes on the company’s profit
& loss account and balance sheet.
When coupled with investment
models we can carry out asset and
liability modelling. This is more
commonly called Dynamic Financial
Analysis (DFA), which allows us to
design the most appropriate and
optimum
risk
transferring
mechanisms for our clients.
J Benchmarking of Reinsurance
programmes across the market.
Including comparison of pricing,
security, retentions and limits.
Catastrophe Modelling, Financial
Analysis and Solutions
We work closely with clients to model
catastrophe events against insured
exposures. Through reporting the results

ISSUE FOCUS

of such exposure modelling processes as
loss exceeding curves (i.e. the whole
probability distribution of potential
losses) and superimposing potential
reinsurance structures we are able to
demonstrate how exposure and volatility
by layer affect reinsurance margin
loading. We aim to provide information
on which management can act. This data
can also provide a meaningful point for
evaluating the adequacy of primary
product pricing.
Aon Re Services Australia, which
provides risk management services to
all our clients in the Asia Pacific Region,
uses the popular RMS, EQE and AIR
models as well as other speciality
catastrophe models, including Aon
Impact Forecasting, for natural
catastrophe modelling of worldwide
exposures. We have also developed
several of our own models for specific
regions using advanced software
technology to assess the risk clients face
from natural and man-made hazards
such as subsidence, flood, wind and
earthquake.
Alternative Risk Transfer and Risk
Financing Solutions and Product
Development
The risk trading market has
changed dramatically in recent years to
include capacity from insurers,
reinsurers, commercial banks, swap
markets, credit markets and
institutional investors. ART has come
to mean ‘non-traditional’ products,
which combine financing with insurance
and risk transfer, to protect a company
from all types of risks, potentially
including those that are not normally
covered by reinsurance. Through our
financial engineering capability we focus
on creating solutions that use the most
efficient capital sources available. The
efficiency of any risk trading and risk
financing solution includes the
measurement of its ability to meet
client objectives. Through the modelling
and simulation of cash flows we compare
different reinsurance or risk financing
strategies to determine the optimal
solution that meets the clients
objectives, deals with any issues and

impacts
the
appropriately.

balance

sheet

This incorporates:
J Actuarial, statistical and accounting
expertise with in depth experience
of financial modelling, financial
engineering and premium rating
analysis.
J Development,
design
and
negotiation of all forms of
Alternative Risk Transfer (ART)
solutions, such as blended covers;
multi-year multi-line covers; loss
portfolio transfers, whole account
smoothing protections; finite and
financial risk reinsurance; double
trigger and integrated risk products
(including weather derivatives);

The risk trading market
has changed dramatically
in recent years to include
capacity from insurers,
reinsurers, commercial
banks, swap markets,
credit markets and
institutional investors.

suitable opportunities for capital
markets solutions which include
staff who are Securities and Futures
Authorities (SFA), registered
representatives who can provide
advice on products that include the
use of derivatives and other forms of
financial engineering.
Dynamic Financial Analysis
With new prudential requirements
from regulatory authorities in all
countries, and the increasingly complex
management of insurance, the role of
Dynamic Financial Analysis (DFA) is
becoming progressively more valuable.
A DFA combines data from the
external environment (insurance market
conditions, social trends, economic
conditions, capital markets) with
company specific data (business
volumes by type of business, claims
experience, asset mix, expense structure,
reinsurance arrangements) to represent
the insurance company as a single
entity.
Modelling
takes
into
consideration:
J The random and systemic
components of variation inherent in
insurance;
J The particular characteristics of each
line of business;

insurance linked securitisation
concepts (including contingent equity
products such as CatEPuts®).
J Review of the statutory and
generally accepted accounting
principles, the regulatory, tax and
legal objectives and the implications
of reinsurance or risk financing
transactions.
J Advanced statistical and stochastic
techniques to carry our more
traditional actuarial services such as
capital allocation, capital adequacy
reviews, commutations for run-off
development and loss portfolio
transfers.
Capital Markets Interface
J Aon Global/Aon Re Services work
closely with the Aon Capital
Markets team in London to identify

J Correlation between years and
between lines;
J The Capital base supporting the
business;
J Interactions between assets and
liabilities;
J Appropriate mix of various classes
of assets (equities, bonds, cash,
overseas investments, etc); and
J The suitability of
reinsurance programmes

various

Undertaking DFA of a company can
provide insight into its risk
profiles and capital management.
Results can include:
J Determination of the key drivers that
affect profitability and variability;
J Determination of profitability for
different mixes of lines of business;
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J An estimate of the optimal asset mix
to minimise a measure of risk (such
as the probability of solvency) whilst
meeting profit requirements; and
J Determination of an appropriate
and
efficient
reinsurance
programme given capital and
solvency requirements.
Captive consulting
Aon Global/Aon Re Services have
access to internal specialists dedicated
to co-ordinating the delivery of captive
consulting services. This provides a focal
point for all captive-related enquiries
The range of strategic captive
consulting services provided, include:
J Co-ordination of and assistance with
the preparation and delivery of
captive feasibility studies and other
technical reports.

The Indian scenario
Following the Gujarat Earthquake
in 1999, and in the light of India’s
vulnerability to growing losses due to
natural disasters and escalating fiscal
pressures at the central and state levels,
the World Bank undertook a detailed
review of India’s catastrophic exposures.
The goal of this project was to examine
the loss potentials from natural
disasters and to consider the
opportunity to apply enhanced country
and state level risk management
techniques, with a particular emphasis

J Strategic reviews of non-traditional
business risks to maximise the
captive potential.

A recent visit to the
Indian insurance
companies in the public
and private sector
revealed that they are now
desirous of overcoming the
constraints of data
collection and collation.

A range of actuarial & analytical
consulting services are provided:
J Calculation of captive premiums and
premium allocation between
business units.

on the financing of post disaster
reconstruction and the efficient
allocation of public funds.

J Strategic analysis on merging,
moving and dissolving captive
operations.
J Detailed reviews of all captive
quality standards with approved
benchmarks.

J Loss forecasting & risk analysis to
determine the expected losses to be
incurred by each class or business
unit and the variability around the
forecast.
J Loss modelling and financial
modelling of the captive to determine
the cash flows to the captive;
reinsurance programme design and
for capital adequacy requirements.
J Risk retention analysis to determine
the appropriate captive deductible
levels on an each and every loss basis
and an aggregate basis.
J Benchmarking of captives’ loss
experience and comparison by
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business class can also be drawn
against industry data where this is
available.

nal, September 2004
irda Jour
Journal,

The role of the insurance market was
also examined given their major
contribution to effective risk transfer of
catastrophe risks in other countries but
the relatively small role played by
insurers in India so far. Among the
recommendations made by this study,
was to develop models to a greater
degree of detail to assess vulnerability
more accurately.
The main challenge that had to be
faced in developing models to precisely
assess the risk for India was the
availability of accurate data. But this
is changing now. A recent visit to the
Indian insurance companies in the

public and private sector revealed that
they are now desirous of overcoming the
constraints of data collection and
collation. With the expansion of
computerisation, the main hurdle to the
creation and maintenance of reliable
data on losses has been removed. The
time is therefore ripe for the introduction
of modelling capabilities for better
assessment of catastrophe exposures.
At present there are no models
specific to India but the day is not far
when all the insurance companies in
India actively support and create
conditions conducive to the development
of catastrophe models for earthquake,
typhoons and other natural perils.
In conclusion
Reinsurance programme design and
consultancy services of Aon Global (in
India) and Aon Re Services (in the Asia
Pacific Region) build on the expert
knowledge database of Aon Re globally.
The principle advantage of bringing
these skills and resources together is to
enable Aon Global in India and the Aon
Re Services in the Region to provide
solutions across the entire risk
continuum, based on integrated
technical and financial analysis of client
risk exposures. This leads to the
implementation of products, which
combine some, or all of risk transfer,
insurance and financing and assists
clients in ensuring the most efficient use
of their risk capital.

The author is Regional Director – Treaty,
Aon Reinsurance Brokers Asia.
A member of Aon Re Asia’s Board
of Management, he is responsible
for the strategic direction and
development of Aon’s Reinsurance Treaty
portfolio in Asia.
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Life Risk
Dr. H. Sadhak

During the last few years, one of the
major concerns of regulators, managers
and customers in the financial services
industry has been that of risk
management. The concern for risk
management in financial institutions
started in 1984, when R. Stucz published
his epoch making article “Optional
Hedging Policy” in the Journal of
Financial and Quantitative Analysis
Suggesting ‘a viable reason for objective
function concavity.’
Since then a number of experts
highlighted the concern and rationale for
risk management. The concept of risk
management in the insurance industry,
like banks, mutual funds, pension funds
and other financial entities (FEs) has
emerged as the most important area of
focus, and several initiatives have been
taken at the regulatory and enterprise
level to identify, measure and manage
the risk that are emerging like an
epidemic all over the world.
However, in India there is yet to
develop the kind of seriousness that
observed in the developed markets. It
has not attracted required attention
either at the regulatory or at the
enterprise level. This article is an
attempt to briefly discuss the threats of
various risks, the tools to measures
them and the practices to manage them
and suggests a risk management
framework for indian life insurance
industry.
Risk management is a broad concept
encompassing the objectives of
risk management, sources of risks,
risk management, oversight of
implementation of risk policy etc.
Though ideally risk elimination would
be the key objective of risk management,
in reality it is totally impossible to
eliminate. Therefore a realistic objective
would be to attempt to reduce the
intensity of risk, if not total elimination.
The central objectives of a risk
management policy are to maximise the
shareholders value and risk adjusted
return and to minimise volatility related
to covering.

— Risk Management in Life Insurance
Sources of risk
Designing any strategy to manage
future risks of any organisation need the
understanding of the risk and their
origin and direction – linked to our
environment, which is quite dynamic.
The world changes so fast that
neither information systems nor
management practices are able to
capture the potential trend and the
direction of the change. This leads to
uncertainty and inability to initiate
proactive measures. The major changes
that have been noticed are: changes in
demographic structure – mortality, life
style, killer diseases (like AIDS and
SARS) impacting the demographic
composition; impact on financial

However, in India there is
yet to develop the kind of
seriousness that is observed
in the developed markets.

services of rapid globalisation,
information
explosion
and
unanticipated volatility in financial
markets. These changes have made the
Law of Averages, which has been
traditionally used by Life Insurance
Corporation (LIC) to discount the
impact of risks, has become nearly
redundant and therefore, there is a
search for a new model methodology and
management strategies to face the
challenges of various types of risks that
are being confronted by insurance
companies.
As we proceed to discuss strategy,
let us examine the import types of risks
and their sources:
Types of risks
It is virtually impossible to provide
a list of risks in life insurance operation
basically due to the fact that risks are
associated with multidimensional
changes associated with the factors
mentioned above. However, the major
focuses of risks of insurance business
are related to macro-economic factors,

pricing, claims, credit, spreads, and
investment risks which can be classified
in two ways: one from the actuarial point
of view and the other from the financial
market point of view.
Actuarial view of risks are basically
classified as:
K Asset – Liability Risks: arising from
mismatch between assets and
liability of an insurance company
due to fluctuation in interest rates,
inflation causing changes in value of
assets and liabilities.
K Asset Risks: arising from default of

borrowers causing or decline in
market value of investment assets.
K Pricing

Risks: arising from
uncertainty in mortality, claims,
leakages, management expenses
and income from premium,
investment and real estate.

K Miscellaneous Risks: arising from

changes in regulatory regime and
requirements,
taxation,
malpractices at operational level
and inefficiency in management
practices, lack of accountability and
fiduciary responsibility.
Financial view of risks
The actuarial concept of risks as
mentioned above can however be
broaden and decomposed into six generic
types from the financial sector
economists view these risks are:
K Actuarial Risks: associated with

issuance of insurance policies and
related liabilities. These risks arise
due to higher cost of raising funds,
higher underwriting losses than
projected etc.
K Systematic

or Mack risks:
associated with asset liability
mismatch, arising out of changes in
interest rate, inflation etc.

K Credit Risks: associated with

default of borrowers of funds.
K Liquidity Risks: associated with

funding crisis arising out of
unforeseen demand for funds to meet
obligations.
K Operational Risks: associated

claims processing, settling, record
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keeping, risk relating to delivery on
trades in exchanges etc.
K Legal Risks: associated with

financial contracts, frauds, violation
of regulation etc.
Measuring Risk
Risk management however, calls for
risk identification and risk measures.
A number of methods have been in use
to measured the risks in an insurance
company, though there is no single best
measure yet like VaR (Value at Risk)
which is widely used for banking
industry. Most widely used measures in
insurance companies are:
K Actual and Expected Experience

Monitoring

company. While in convexity analysis
the price sensitivity of duration to a
change in the interest rate is monitored,
in duration analysis price sensitivity of
portfolio or security is examined in
return to change in interest rates.
Performance attribution test is
conducted to find out the risk factors
causing losses by comparing the actual
performance with pre-designed
performance.
Risk management practices
Like Risk management methods
there are a variety of techniques used
by the insurance companies to manage
risks. According to Babbel and
Santomero of Wharton School, ‘it
appears that a common practice has

K Risk Based Capital (RBC)/Ratios/

Target
K Scenario Analysis
K Stress Testing
K Cash Flow Testing (CFT)
K Cash Flow Matching (CFM)
K Duration and Convexity Analysis
K Performance Attribution/Exchanges

by Source
In A/E ratio analysis actual
experience to budget plan and pricing is
monitored to see to what extent liability
assumptions are met. In RBC analysis
‘the ratio of RBC to adjusted statutory
surplus is used as the standard for
surplus adequacy related to risk’. In
scenario analysis liabilities and assets
of a portfolio is examined under different
macro-economic assumption, while
stress testing is conducted by using
scenario to find out extraordinary losses
arising out of a particular widely used
to examine the whether asset in
matching the liabilities of a portfolio.
Under CFT analysis, basic asset/
liability analyses are undertaken to
verify that sufficient reserves are
maintained particularly for generated
income controls (GICs) and annuity
products, while under CFM liabilities
are matched with cash flows. There are
many other measures to monitor the
portfolio risks – and normally a set of
measures are simultaneously used by a
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It is necessary to create
awareness about the
necessity of risk
management as well as to
develop expertise in this
discipline.

recent developments indicate that
‘static assumptions regarding loss
distribution failed to manage risks
arising out of interest rate volatility.
Another risk factor is the incentives to
agents and marketing staff which
encourages them to sell more new
policies, replace old polices, and all these
increase the overall risks for the
company.
In the areas of systematic risks, top
on the list of risk management technique
is the Asset Liability Management
(ALM) because it not only covers interest
rate volatility but also non-interest risks
arising out of embed options in the
policy. Further, ALM is used to manage
product specific risks as well as company
wide risks.
A survey of global consulting firm,
Milliman USA, of Risk Management
Practices of US Life Insurance
companies shows that more than 75 per
cent of the companies indicated that
they use the following Risk Management
practices :
K Risk Insurance
K Diversification of Assets
K Diversification of Liabilities

evolved such that four elements have
become key steps to implementing broad
based risk management system.’
K Standards and Reports – setting up

underwriting risk classification and
review
standards
and
standardisation of financial
reporting system.
K Underwriting Authority and Limit

– to exercise internal control on
managers.
K Investment

guidelines
and
strategies – to exercise control over
desired asset liability mismatch.

K Incentive Scheme – to relate

compensation to risk and earnings.
Since there is no uniform technique
to manage the entire gamut of risks in
life insurance company there are several
methods and developed practices to
manage actuarial risks, through pricing
system, solvency margin etc. However,

K Selective underwriting
K Continual Process Improvement
K Hedging via Capital Market
K Stochastic Pricing
K Risk Adjusted Pricing Targets

Risk limits set the maximum
exposure to risk factors and risk
tolerance of the Management.
Reinsurance allows risk transfer to
another party through an reinsurance
agreement. Diversification of assets
minimises the impact of unsystematic
risks on the portfolio while
diversification of liabilities is achieved
by offering diverse products. Hedging in
capital markets is aimed at reducing the
adverse impact of interest rate
fluctuation
achieved
through
derivatives, futures, forward trading,
options and swaps.
It may be mentioned here that
insurance supervision, to strengthen the
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risk management practices, focuses
more and more on the capital of an
insurance company against the bench
mark of assured risks in addition to the
statutory solvency margin. In the US,
the risk based capital laws now in effect
in all states require commissioners to
take specified actions when a firms’ risk
based capital ratio, defined as the ratio
of actual ratio to risk based capital, falls
below a certain threshold (Cumming,
Philips and Smith 1997). Even in
Europe, the solvency project is centred
around the risk based capital model: In
a capital based solvency system, risk
bearing business will be linked to more
risk capital.
Risk management scenario in India
So far in India, very scanty attention
has been given to risk management in
insurance companies. Neither is any
systematic and structured risk
management practice followed in
insurance companies nor have any
specific guidelines on risk standards,
techniques and risk management been
developed. Of course IRDA guidelines on
Investment Management and Asset,
Liabilities and Solvency margin of
insurers indirectly deal with Risk
Management. The risk management
prevailing in Indian companies is of a
very rudimentary type. Indian financial
markets, particularly during the post
liberalised era have witnessed
significant understanding. Global
intervention, changes in interest rate
regime etc. have increased the risk
exposure. It is therefore necessary to
create awareness about the necessity of
risk management as well as to develop
expertise in this discipline.
However, risk management practices
can be successfully implemented
through institutionalisation of the risk
management culture and creating a
necessity for adopting it. Management
may also consider introducing certain
incentives and disincentives – incentives
for maximising policyholders’ return
through risk management and
disincentives for non-implementation of
risk management which adversely affect
asset value and policyholders’ benefits.

Risk management has its cost also and
they include the cost of professional
training, technology, time and short
term losses due to rigid implementation
of risk policies. However managements
should be willing to bear this cost in their
own long term interest.
In view of the poor state of the risk
management practices in India, the
following steps are urgently required.
Risk standards
A uniform practice of risk
management needs to be introduced
through the life insurance industry. This
calls for introduction of Insurance
Industry Risk Standard (IIRS)
incorporating the entire gamut of risk
management and risk oversight.
Risk Management must include the

Independent review of risk
management practices and
risk measurements are
required at frequent
interval by the primary
fiduciary and manager
fiduciary.

fiduciary responsibility of board and
managers, risk management objectives,
responsibilities of various entities,
checks and balances, independent
risk oversights. For these, there is need
for adequate education and training
which also may preferably be uniform
industry wide.
Oversight
Independent review of risk
management practices and risk
measurements are required at frequent
interval by the primary fiduciary and
manager fiduciary. This review should
include analysing policy compliance, due
diligence, monitoring investment
guidelines, investment strategies, risk
limits, evaluation of investment models.
If required, revision redesigning of
models, strategies, risk limits may be
done within the overall guidelines and

parameters of the regulator.
Institutionalising Risk Management
Risk management practices can be
institutionalised by separating Risk
Monitoring (RM) from operational
functions. Monitoring should be
entrusted to the entity not involved in
operational
matters.
Though
implementation will be reviewed by the
primary fiduciary like board, top
management, yet there is a necessity for
independent monitoring through
designated person. Many organisations
appoint a Chief Risk Officer (CRO) who
is a reasonably senior level executive
reporting to the chief executive of the
organisation. However, for better
coordination and monitoring a risk
management committee (RMC) can be
set up, which would be assisted by the
CRO. RMC would be a high power
committee report directly to the board
on quarterly basis. RMC would monitor
implementation of Risk Standard, Risk
Limit, ALM, measures, analyse
investment strategy in relation to
portfolio objectives and predetermine
risk limits.
Risk Governance
The risk management system to
protect assets from depletion may be
made stronger through implementation
of risk governance. Risk governance can
be established either through ‘risk
control’ or through ‘risk reward’. In either
of these models, there is a necessity for
improving risk knowledge, risk
information and competitive risk
practices. Genuine risk reporting and
starting of risk information will
strengthen risk governance. However,
the goal of risk governance can be
achieved if the top management and
board are truly interested and sincere.
Risk management should not be
thought and the regulatory requirement,
but an integral part of strategy and way
of corporate life.
The author is Executive Director of
the Life Insurance Corporation of
India in charge of the Management
Development Centre.
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hmoJm AWdm µ\$moa_ H$mo àoaH$ Ho$ ê$n _| ñd`§ {d{Z`{_V g§JR>Z
Ho$ ê$n _| H$m`© H$aZm hmoJm& Ho$ÝÐr` {d{Z_`Z go ñd`§ {d{Z`_Z
H$m n[adV©Z ½bmo~b PwH$md h¡, Ohm± AÀNo> ~mOma Ho$ {bE
AmMaU ì`dgm{``m| Ûmam ñd§` hr ~mOma AZwemgZ Am¡a
n`©dojU Ûmam {ZYm©[aV {H$`m OmVm h¡&
C _mZH$ ñWm{nV H$aZo VWm CZH$m nmofU H$aZo Ho$
{bE {d{Z`_Z Ho$ ñVa na g§`ºw $ à`mg A{YH$ CËnmXH$ gm{~V
hmoJo& BgHo$ nrNo> à~b H$maU h¡& {dÎmr` joÌ Ho$ g^r ì`dgm`r
Z Ho$db boZXoZ Ho$ AmYma na daZ² {ï>H$moU Ho$ AmYma na ^r

EH$ {ï>JmoMa hmoVo h¢& EH$ H§$nZr _| hwAm g§H$Q> J«mhH$mo Ho$
~rM g^r H§$n{Z`m| Ho$ ~mao J§^ra Ame§H$m \¡$bmVm h¡ VWm
CgH$m Aga {Xb Xhbm XoZo dmbm hmoVm h¡& CÚmoJ Ho$ gXñ`m| Zo
`h AZw^d {H$`m h¡ {H$ CZH$s _O~yVr g~go H$_Omoa H$S>r
na {Z^©a H$aVr h¡ VWm CÚmoJ Ho$ gXñ`m| H$m g§`wº$ {ddoH$ CÝh|
Cg H$S>r go gwajm {Xbdm`oJm& dh H$_Omoa H$S>r Omo gabVm
go g~H$mo Sy>~H$s bJdmZo _o gj_ h¡&
AJbm A§H$ CZ joÌm| H$s ImoO H$aoJm, Ohm± àm{YH$aU
Vrd«Vm go {dH$mg XoIZm MmhVr h¡& hoëW ~r_m, hoëW Ho$`a
àUmbr CnbãY H$admZo dmbmo Ho$ joÌ _| gwYmam| go g§~Û h¡&
Cg joÌ CZHo$ gwYma ~r_m joÌ Ho$ hmW _| Zhr h¡, h_| `h
XoIZm hmoJm {H$ CnbãY H$admZo dmbm| Ho$ joÌm{YH$ma _| gwYma
hwE {~Zm Xoar {H$`o `m {H$`m Om gH$Vm h¡& OZg§»`m Ho$ Cg
dJ© Ho$ {bE Omo {à{_`_ Xo gH$Vm h¡ VW«m dh CnMma H$s
bmJV H$mo Pob Zht gH$Vm h¡, Ho$ {bE {dH$mg H$m Ho$ÝÐ {~ÝXw
hoëW ~r_m hmoJm& d¡go OZg§»`m H$m Hw$N> ^mJ Eogm ^r h¡ Omo
n[a{_V àr{_`_ ^r Zht Xo gH$Vm& BZH$s _XX Ho$ {bE H$m¡Z
go hñVjon H$s Oê$aV h¡? h_ Eogr ~r_m gwajm H¡$go ~Zm
gH$Vo h¡ Omo h¡ëW godmAm| H$s bmJV H$mo Z ~T>m`o& BZ ~So>
_m_bm| H$s `hm± qMVm h¡ VWm h_ AmJo ZdmoÝ_of {dMma XoIZm
MmhoJo Omo BZ qMVmAm| H$mo g§~mo{YV H$a gH|$&

ºÉÒ. BºÉ. ®úÉ´É

“

Hw$N> Vmo bmoJ H$h|Jo
AmO go 10 df© AmJo XoIVo hwE, _oam `h ÑT> {dmg
h¡ {H$ na_ g\$b, Ý`yZV_ g§H$Q>J«ñV ì`dgm` dh hmoJm
{Og_| ~moS©> Zo T> g§H$ën {b`m h¡ VWm {ZU©`nyU© H$ma©dmB©
H$s h¡& dmñV{dH$, A{d^mÁ`, H$m`©Zr{V {Ogo H$b
ì`dhma H$m Omo{I_ V` H$aZm h¡, Ho$ {bE Adí`H$Vm
A^r ~moS©> ñVa na g§ñH¥${V _| n[adV©Z H$aZo H$s h¡&
bmS©> nrQ>a bo{dZ, AÜ`j bm`S©²> Am\$ b§XZ

hoëW ~r_m joÌ _| àJ{V {~ëHw$b Ag§Vmof
OZH$ h¡&
lr Q>r. Ho$. ~¡ZOu, gXñ` (OrdZ )
AmB©AmaS>rE

”

do~ EH$ g_J« j_Vm g§Mma M¡Zb H$m
à{V{Z{YËd H$aVm h¡& `h AmíM`© H$s ~mV h¡ {H$
~hwV H$_ dmhH$ Bg gw{dYm H$m g\$bVmnyd©H$ g§àdV©Z
AnZo J«mhH$mo H$s godm Ho$ {bE H$a aho h¡& ~r_m dmhH$
Omo Z`o, Zdmo{XV IarXma, H$s Oê$aV h¡, CÝho do~ g§Mma
M¡Zb go AnZo H$mo EH$sH¥$V H$aZm Mm{h`o&

lr Ooar_` ~mCba, {ZXoeH$, ~r_m ì`mdhma,
Oo.S>r. nmda d Egmo{gEQ> EH$ `yEg AÜZ Ho$ ~mao _|,
{Og_| H$mam| Ho$ Zdmo{XV H«$`H$Îmm© B§Q>aZoQ> go
Hw$N> g§»`m _| AmdaU A§Vamb H$m
IarXXmar _| Z`r OmZ \y§$H$ ah§ h¢&
{dñVmaU hmo ahm h¡ O~{H$ Omo{I_ H$m
ñWmZm§VaU ì`{º$JV ê$n go hmo ahm h¡& AmJo `h
Ho$db V^r ~To>Jm O~ Á`mXmVa amï´> AnZr bS>mB©
OZg§»`m H$s C Xa go H$a gHo$J|& na§namJV CËnmX
na§namJV EO|Q> M¡Zb go ~oMo OmVo h¡ VWm dh ì`mnH$
~mOma Ho$ {bE H$m\$s hmo J`o h¡
lr _mB©H$ H$moñQ>mo\$, H$m`©H$mar {ZXoeH$,
{ZJ{_V H$m`©H$mar ~moS©> {dÎmr` godmAm| H$m
AÜZ ì`mnH$ ~r_m ~mOma H$s bm^àXVm
Ho$ ~mao _|&
h_Zo EoW|g nmoQ©> H$m gwajm {díbofU
{Zad{Y Ho$ N>: go gmV _hrZo nhbo H$a {b`m
Wm& dh g¡H$S>m| g§ñVw{V`m| Ho$ gmW Am`o, `mo{H$
CZHo$ AmJ_Z go nhbo H$moB© gwajm Zht Wr&

`mo{H$ `h VoOr go ~T>Zodmbm CÚmoJ h¡, ~hwV go bmoJ
Bg Xm¡S> _| em{_b hmoZm MmhVo h¢& bo{H$Z df© Ho$ AÝV VH$
hm¡gbm Zht ~Zm`o aI nmVo&
lr {edmOr S>m_, à~ÝY {ZXoeH$, H$moQ>H$ bmB©\$
B§ewaoÝg, CÚmoJ _| C AmH$f©H$ Xa| {OZHo$ ~mao _| gyMZm h¡
{H$ `h 14 go 38 à{VeV VH$ h¡&

H$ ~r_mboIZH$Îmm© EoW|g Amob§{nH$ H$mo
~r_m gwajm CnbãY H$admZo hoVw {Q>ßnUr H$aVo
hwE& {OgZo EH$ {~{b`Z S>mba H$m ~r_m H$adm
H$a {nN>bo [aH$mS©> VmoS> {X`o&
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OmJê$H$Vm

~T>Vr J«mhH$ Anojm àd¥{Îm
A{^OrV MQ>Ou

^maV _| ~r_m joÌ Ho$ CXmarH$aU Ho$ nrNo> _w»` CÔoí`
Cn^moº$m H$mo CnbãY godm Am¡a {dH$ën H$m {dH$mg H$aZm
Wm& Bgo A^r Ho$db VrZ df© hw`o h¢ Am¡a Cn^moº$m AmO
{ZpíMV ê$n go erf© na h¡& ~r_m ~mµOma {dH«$o Vm ~mµOma go
H«$o Vm ~mµOma _| n[ad{V©V hmo J`m h¡& 14 OrdZ ~r_m VWm
13 µJ¡a-OrdZ ~r_m H§$n{Z`m| Ûmam àñVwV CËnmXm| H$s
^rS> Zo Cn^moº$mAm| H$mo Z Ho$db ì`mnH$ {dH$ën àXmZ
{H$`m h¡, ~pëH$ BgHo$ n[aUm_ñdê$n {nN>bo VrZ dfm] _|
Cn^moº$m AnojmAm| _| Vrd« d¥{Õ ^r hwB© h¡& ~r_m CËnmXm|
H$s ì`yh aMZm H$m gm_Zm H$aZo dmbm J«mhH$ A~ AnZr
nm°{bgr H$s VËH$mb gwnXw J© r, ì`{º$JV Ü`mZ, H$ñQ>_mB©ñS>
àñVmd, CZH$s nm°{bgr Ho$ g§~Y§ _| gwJ_Vm go OmZH$mar,
^wJVmZ V§Ì H$s ~hwbVm, CZH$s {eH$m`Vm| na VËH$mb
à^md Am{X Ho$ Abmdm Am¡a ~hwV Hw$N> MmhVm h¡& {deof
~mV `h h¡ {H$ J«mhH$ `h godmE§ {~Zm {H$gr A{V[aº$
^wJVmZ Ho$ _m§J ahm h¡&
~r_m H§$n{Z`m§ ~T>r hwB© AnojmAm| go {H$g Vah
{ZnQ> ahr h¢?
Bg dmVmdaU, {Og_| J«mhH$ H$s g§Vw{ï> {dÎmr`
godm joÌ _| {dH$mg H$aZo Ho$ {b`o àmW{_H$ ~mÜ`VmAm| _|
go EH$ h¡ Am¡a Ohm§ ì`{º$JV CËnmXm| H$s AmgmZr go
à{VH¥${V H$a br OmVr h¡, _| godm H$s JwUdÎmm hr {d{^Þ
godm àXmVmAm| Ho$ ~rM _w»` {d^oXH$ h¡& Bg{bE, ~T>Vr
J«mhH$ AnojmAm| H$mo nyam H$aZo Ho$ {b`o ~r_m H§$n{Z`m| Ho$
{b`o `h Amdí`H$ hmo J`m h¡ {H$ dh CËnmXm| d godmAm|
H$m bJmVma nwZê©$nm§H$Z H$a|&
^maV _| ~r_m CÚmoJ CËnmXm| H$s ñWyb l¥§Ibm H$mo
"EH$-Zmn-g^r H$mo-Cn`wº$' H$s Vah J«mhH$m| H$s EH$
^mar g§»`m H$mo ~oMZo H$s àd¥{Îm go AmO ñnï> ê$n go Xya hmo
ahm h¡& {d{^Þ CËnmX {XemAm| (O¡g,o OrdZ, g§n{Îm Am¡a
_aU Am{X) H$mo JmoXm_ H$s Vah C^maZo Ho$ ~Om` ~r_m
H§$n{Z`m§ CV_ bú` dmbo ~r_m CËnmXm| Ho$ amñVm| H$s
Vbme _| h¢, Omo ì`{º$JV J«mhH$ Ho$ {bE EH$X_ Cn`wº$
hm| Am¡a gmW hr {OZ_| CÝh| IarXZo H$s CV_ àd¥{Îm hmo&
~r_m H§$n{Z`m§ J«mhH$m| Ho$ C^mao J`o A§em| H$s ny{V© Ho$ {b`o
{d{eï> CËnmXm| H$m ê$nm§H$Z H$a ahr h¢&
`h {Z{d©dmX h¡ {H$ AmO Ho$ n[aí` _| ~r_m joÌ _|
{~H«$s H$s ~T>V EO|gr ~b Ho$ _mÜ`_ go Mm{bV h¡& J«mhH$
Ho$ _Z na EH$ ~r_m H§$nZr Ho$ ~mao _| Omo nhbm gy{MV
à^md nS>Vm h¡, CgHo$ {b`o EH$ EO|Q> ì`mnH$ ê$n go
{Oå_oXma hmoVm h¡& EH$ nwamZr C{º$ h¡ -""nhbm à^md
Am{Iar à^md hmoVm h¡&'' `Ô{n h_ g^r H$mo `h nyar Vah
Zht ñdrH$ma H$a boZm Mm{hE, `m|{H$ _¢ {ZpíMV Zht H$h
ahm hy,§ bo{H$Z `h gd©{d{XV Am¡a _mÝ` h¡ {H$ C à{e{jV
Am¡a CËnmXH$ EO|gr ~b J«mhH$m| H$mo C{MV ñVa H$s godm
àXmZ H$aZo Ho$ {b`o EH$ Amdí`H$ (hmbm§{H$ n`m©á Zht)
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eV© h¡& Cn`w©º$ n¥ð>^y{_ Ho$ AZwgma ~r_m H§$n{Z`m§
AnZo EO|Q>m| Ho$ {b`o H$S>m à{ejU H$m`©H$« _ Mbm ahr h¢,
BZ_| go A{YH$Va H§$n{Z`m§ AmB©AmaS>rE Ûmam 100 K§Qo>
Ho$ A{YXo{eV à{ejU H$m`©H$« _ go A{YH$ à{ejU
Xo ahr h¢&
EH$ H$_Omoa nj Xmdm| Ho$ {ZnQ>mao _| {b`m OmZm
dmbm g_` h¡, ~r_m joÌ H$s ewê$AmV go Cn^moº$mAm| H$mo
^`mdh VarHo$ go bm^mpÝdV {H$`m OmVm h¡& AmO Xmdm| H$mo
{ZnQ>mZo H$s Am¡gV g_`md{Y H$mo 50 go 60 {XZ VH$ go
KQ>H$a 10 go 15 {XZ VH$ Am JB© h¡& J«mhH$ ~r_m
nm°{b{g`m| Ho$ XñVmdoµOrH$aU _| C H$mo{Q> H$s ñnï>Vm
Am¡a nmaX{e©Vm go ^r bm^mpÝdV hw`o h¢&
Cn^moº$mAm| H$s é{M VWm ~XbVr àmW{_H$VmAm|
Ho$ AZwgma MbZo Ho$ {b`o ^maV _| A{YH$Va ~r_m H§$n{Z`m§
CÞV grAmaE_ Qy>ëg H$mo AnZm ahr h¢, Omo CÝh| J«mhH$m|
H$s J{V{d{Y H$m AZwdrjU H$aZo _| _XX H$a aho h¢&
`h grE_Ama Qy>ëg H§$n{Z`m| H$mo AnZo J«mhH$m| Ho$ ~mao _|
{ddaU àmá H$aZo, AÀNo> CËnmXm| H$s A{^H$ënZm H$aZo,
godm H$m {dH$mg H$aZo VWm àMmbZ bmJV H$_ H$aZo H$s
_§Oyar XoVo h¢&
{Z`_Zm| H$s ^y{_H$m
~r_m joÌ _| ^{dî` Ho$ {Z`_Z Omo amñVm V` H$a|Jo,
dh J«mhH$m| H$s ~T>Vr AnojmAm| H$mo nyam H$aZo H$s ~r_m
H§$nZr H$s `mo½`Vm na _hËdnyU© ê$n go à{V^yV ah|Jo&
Cn^moº$mAm| Ho$ {hV _| {OZ VrZ _w»` H$mZyZm|/{Z`_Zm| _|
n[ad{V©V {H$`o OmZo H$s Amdí`H$Vm h¡, dh ZrMo aoIm§{H$V
{H$`o Om aho h¢&
1) ^maVr` ~r_m ~mµOma _| EO|gr ~b Ûmam {Z^mB©

JB© {d{eï> ^y{_H$m H$mo D$na aoIm§{H$V {H$`m Om MwH$m h¡&
{\$a ^r EO|Q> H$s dV©_mZ H$_reZ Xam| na bJr gr_m Bg
ì`mnma _| CËH¥$ï> à{V^m H$mo AmH${f©V H$aZo H$s ~r_m
H§$n{Z`m| H$s `mo½`Vm H$mo J§^ra ê$n go n§Jw ~Zm ahr h¢& Bg
joÌ _| Hw$N> ì`mdgm{`H$m| H$mo N>mSo > A{YH$Va EO|gr ~bm|
_| AmO A§eH$m{bH$ bmoJ h¢& ~r_m H§$n{Z`m| H$mo nyUH© $m{bH$
ì`mdgm{`H$m| H$s ^Vu H$aZo Ho$ `mo½` ~ZmZo Ho$ {b`o ~r_m
A{Y{Z`_ 1938 H$s Ymam 40A go 44 VH$ Ho$ A§VJ©V
EO|Q> j{Vny{V© go g§~Õ H$mZyZm| d {Z`_Zm| _| g§emoYZ
H$aZo H$s Amdí`H$Vm h¡& H§$n{Z`m| H$mo {X`o J`o {Xem{ZX}em|
Ho$ g_J« T>mM
§ o Ho$ ^rVa EO|Q>m| Ho$ {b`o j{Vny{V© `moOZmAm|
H$s A{^H$ënZm H$aZo H$s ñdV§ÌVm {X`o OmZo H$s
Amdí`H$Vm h¡& EO|gr ~b H$s {ZåZ JwUdÎmm A§VV:
{ZåZ ñVa H$s godm Ho$ ê$n _| à{V\${bV hmoVr h¡, Omo
Cn^moº$m Ûmam àmá H$s OmVr h¡&
2) nyao {d _| ~r_m nm°{b{g`m| H$s {~H«$s Am¡a ~r_m
~mµOma Ho$ {dH$mg _| amBS>g© Zo CoIZr` `moJXmZ {H$`m h¡&

dV©_mZ _| ^maV _| amBS>g© na Vrg à{VeV H$s gr_m h¡&
J«mhH$m| H$mo {Z`{_V godmE§ CnbãY H$amZo Ho$ {b`o ~r_m
H§$nZr H$s `mo½`Vm _| d¥{Õ H$aZo Ho$ H«$_ _| Z`o CËnmXm| H$s
g§»`m H$s gr_m H$mo hQ>mZo H$s Amdí`H$Vm h¡, BZ CËnmXm|
H$mo amBS>g© na bJr 30 à{VeV H$s gr_m H$mo hQ>mH$a
Cn^moº$mAm| H$mo CnbãY H$am`m Om gH$Vm h¡& O¡gm {H$
nhbo H$hm Om MwH$m h¡, {d^a _| `h gm{~V hmo MwH$m h¡
{H$ ~r_m CËnmXm| H$s {~H«$s ~T>mZo _| amBS>g© EH$ à^mdr
gmYZ h¢& ^maV _| ~r_m H§$n{Z`m| H$mo ^r Bgr Vah Ho$
AmXe© H$mo AnZmZo H$s Amdí`H$Vm h¡&
3) CËnmXm| Ho$ _yë` {ZYm©aU Ho$ {df` _| Hw$N> g_` go
~hg hmo ahr h¡, {deofH$a gmYmaU ~r_m ì`mnma _|&
CXmarH¥$V ~r_m ~mµOma _| Xa gy{M`m§ nyd©dVu ahr h¢& O~
VH$ g^r µJ¡a-OrdZ ~r_m CËnmXm| Ho$ _yë` {ZYm©aU _|
ñdñW à{V`mo{JVm Zht hmoVr, V~ VH$ ~r_m H§$n{Z`m§
Cn^moº$mAm| H$mo CXmarH$aU Ho$ g^r dmñV{dH$ bm^
nhw§MmZo _| g\$b Zht hm|Jr&

~r_m CÚmoJ _| gmdYmZr H$s Eogr VrZ ~mV| h¢, Omo Omo{I_YmaH$m|
H$mo AnZo _pñVîH$ _| aIZo H$s Amdí`H$Vm h¡&
nhbr ~mV, EH$ Aa~ go A{YH$ OZg§»`m dmbo Xoe
_| J«mhH$m| H$s ~T>r hwB© Anojm, {OgH$s h_ ~mV H$a aho h¢,
OZg§»`m Ho$ EH$ d¥hX {hñgo _| Am JB© h¡& Bg{b`o Xoe Ho$
Cn-ZJar` VWm J«m_rU joÌm| H$mo à^mdr ê$n go bú`
~ZmVo hw`o ~r_m H$s Hw$ebVm ~T>mZo H$s erK« Amdí`H$Vm
h¡& Bg{b`o Eogm H$aZo Ho$ {b`o {dVaU _mÜ`_m|, {deofH$a
~¢H$ AmmgZ VWm AmT>{V`m| (Xbmbm|) H$m à^mdr ê$n
go BñVo_mb {H$`o OmZo H$s Amdí`H$Vm h¡&
Xygar ~mV, {nN>bo VrZ dfm] _| nm°{bgrYmaH$m| Ho$
bm^m| Ho$ àH$Q>rH$aU Ho$ g§~Y§ _| nmaX{e©Vm bmZo _| àJ{V
hwB© h¡, bo{H$Z A^r ^r ~hwV Hw$N> {H$`m OmZm ~mH$s h¡&
~hwV go Xoem| _| VwÀN> {~H«$s à`mgm| VWm àH$Q>rH$aU Ho$
A^md Ho$ g§~§Y _| J«mhH$m| Ho$ H$mZyZr _wH$X_m| Ho$ H$maU
~r_m H§$n{Z`m| na CoIZr` Ow_m©Zm hwAm h¡& ^maV _| Eogr
KQ>ZmAm| H$s nwZamd¥{Îm H$mo amoH$Zo Ho$ {b`o H$X_ CR>mZo H$s
Amdí`H$Vm h¡&
Vrgar Am¡a g~go _hËdnyU© ~mV, "J«mhH$m| H$s
AnojmAm| _| d¥{Õ' Amdí`H$ ê$n go BgH$m g_mZmW©H$
Zht h¡ {H$ "J«mhH$m| H$s OmJê$H$Vm ~T>r' h¡& ^«m_H$ gyMZm
Am¡a Cnojm na AmYm[aV J«mhH$m| H$s AnojmE§ CÚmoJ H$s
YmaUr` g§d¥{Õ Ho$ {b`o KmVH$ hmo gH$Vr h¢& CÚmoJ H$mo
^maV _| bmoJm| _| OmJê$H$Vm H$m ñVa ~T>mZo Ho$ {b`o ~r_m
joÌ _| AÝ` Omo{I_YmaH$m| Ho$ gmW {_bH$a H$m_ H$aZo H$s
Oê$aV h¡&
boIH$ ^maVr` CÚmoJ _hmg§K go g§~Õ h¢.

Z`o _mÜ`_, ZB© MwZm¡{V`m§
apí_ A{~M§XmZr

~r_m CËnmXm| H$m {dnUZ A{YH$ go A{YH$
_hËdnyU© hmoVm Om ahm h¡ Am¡a Bg{b`o {dnUZ
Ho$ d¡H$pënH$ _mÜ`_ ^r _hËdnyU© hmoVo Om aho h¢&
ehar joÌm| `h B§Q>aZoQ>, AmQ>mo_oQo>S> Qo>ba _erZ
(EQ>rE_), H$mb g|Q>a, grYo S>mH$ Am{X H$mo
em{_b H$a gH$Vm h¡& J«m_rU joÌm| _| h_
_mBH«$moµ\$mBZm§g g§ñWmZm| VWm EZOrAmo na {Z^©a
h¢& `h g^r _mÜ`_ _yb ê$n go So>Q>m~og {dnUZ
H$mo A§V^y©V H$aVo h¢, `h So>Q>m~og (AmYma^yV
Am±H$So>) {dÎmr` g§ñWmZm|/H§$n{Z`m| `m AÝ` godm
g§JR>Zm| Ûmam gmYmaUV: CZHo$ ñd`§ Ho$ Cn`moJ
Ho$ {b`o AnZo J«mhH$m| go gyMZmE§ EH$Ì H$a V¡`ma
{H$`m OmVm h¢& CXmhaU Ho$ {b`o ~¢H$ AnZo
J«mhH$m| Ho$ ~mao _| gyMZmE§ EH$Ì H$aVo h¢&

ZmJ[aH$ Ed§ amOZ¡ { VH$ A{YH$ma na
A§Vam©ï´>r` àg§{dXm, 1966 ({Og_| ^maV EH$
hñVmjaH$Vm© h¡ ) H$m AZw À No > X 17 VWm
_mZdm{YH$mam| na `yamonr` gå_obZ H$m AZwÀNo>X
17.

VH$ZrH$s _| hwB© àJ{V Zo ^r ì`{º$JV
JmonZr`Vm, {deofH$a CZH$s {ZOr gyMZm Ho$
AhñVm§VaUr`Vm _yë` H$mo J§^ra MwZm¡Vr XoZm àma§^
H$a {X`m h¡& H§$ß`yQ>a VH$ZrH$ Am¡a So>Q>m g§J«hU
VH$ZrH$ _| hwB© àJ{V Zo bmoJm| Am¡a {ZOr g§JR>Zm|
H$mo J«mhH$m| Ho$ ~mao _| ì`mnH$ gyMZm g§J«{hV
H$aZm g§^d H$a {X`m h¡& Bg gyMZm _| do H$m¡Z h¢,
do H$hm§ ahVo h¢, do {H$VZm H$_mVo h¢ Am¡a AnZm
n¡gm {H$g Vah M© H$aVo h¢ Am{X gyMZmE§ em{_b
hmoVr h¢& `h gyMZm (J«mhH$ So>Q>m~og) H$B© ~ma
Eogr H§$n{Z`m| go g§~Õ H§$n{Z`m| H$mo Xr OmVr h¡
`m AÝ` H§$n{Z`m| H$mo ~oMr/~m§Q>r OmVr h¡&
d¡km{ZH$ VWm VH$ZrH$s gh`moJ ~T>Zo Ho$ H$maU
^r So>Q>m g§J«hU _| Anma d¥{Õ hwB© h¡& Bg{b`o
àíZ `h h¡ {H$ J«mhH$ H$s nyd© gh_{V/gyMZm
Ho$ {~Zm `m gyMZm H$m Eogm AmXmZ-àXmZ {H$gr
ì`{º$ H$s Jmo n Zr`Vm Ho $ A{YH$ma H$m
C§KZ hmoJm?

JmonZr`Vm na H$mZyZ {dH${gV H$aZo Ho$
Adga Ho$ gmW ^maVr` CV_ Ý`m`mb` _| g~go
nhbo Hw$N> Omo _m_bo àñVwV {H$`o J`o, dmo nw{bg
{ZJamZr Ho$ Wo& Ý`m`mb` Zo CZ {dYmZm| H$s
g§d¡Ym{ZH$ d¡YVm H$m narjU {H$`m, Omo nw{bg
H$mo {H$gr ì`{º$ na Jwá ê$n go {ZJamZr aIZo
H$m A{YH$ma XoVo h¢& Bg Vah H$m nhbm _m_bm
IS>H$ qgh ~Zm_ CÎma àXoe amÁ` Wm& {ZJamZr
Ho$ EH$ AÝ` _m_bo - Jmoq~X ~Zm_ _Ü` àXoe
amÁ` - _| CV_ Ý`m`mb` Zo JmonZr`Vm Ho$
EH$ gr{_V A{YH$ma H$mo g§ñVw{V Xr& {\$a ^r
Ý`m`mb` IS>H$ qgh µ\¡$gb¡ go AmJo J`m Am¡a
bmJy {Z`_, Omo AnZo nyU© ê$n _| Amdmg na
OmZo H$m A{YH$ma XoVm h¡, H$m g_W©Z {H$`m& `h
Bg AmYma na h¡ {H$ àmdYmZ H$m CÔoí` AnamY
H$mo amoH$Zm h¡&

g{X`m| go JmonZr`Vm _mZd _yë` g_Pr JB©
h¡& JmonZr`Vm H$mZyZ Ý`m{`H$ à»`mnZ Ho$ _mÜ`_
go H$mµ\$s {dH${gV hwAm& {d{Z{X©ï> g§d¡Ym{ZH$
A{^kmZ Ho$ A^md Ho$ ~mdOyX _mZdm{YH$mam|
na A§Vam©ï>´r` XñVmdoO
µ m| _| JmonZr`Vm Ho$ A{YH$ma
Zo H$mµ \ $s {dñV¥ V ñWmZ nm`m h¡ , O¡ g o {H$
_mZdm{YH$ma Ho$ d¡{H$ KmofUm-nÌ H$m AZwÀNo>X

12 ,

{d Ho$ H$B© AÝ` ^mJm| _| pñWV A{YH$ma
joÌ H$s Vah ^maV H$m g§{dYmZ JmonZr`Vm Ho$
A{YH$ma H$mo _yb^yV A{YH$ma Ho$ ê$n _| g§ñVw{V
Zht XoVm& {\$a ^r 1964 _| CV_ Ý`m`mb` Zo
g§ñVw{V Xr {H$ JmonZr`Vm H$m A{YH$ma g§{dYmZ
Ho$ AZwÀNo>X 21 Ho$ A§VJ©V {Z{hV h¡& `h H$hVm
h¡ -"{d{Y Ho$ Ûmam ñWm{nV à{H«$`m H$mo N>moS>
{H$gr ^r ì`{º$ H$mo CgHo$ OrdZ `m ì`{º$JV
ñdV§ÌVm go d§{MV Zht {H$`m OmEJm&'

JmonZr`Vm Ho$ ^maVr` H$mZyZ Ho$ {dH$mg _|
Ama. amOJmonmb ~Zm_ V{_bZmSw> amÁ` EH$
_hËdnyU© _moS> gm{~V hwAm& nhbr ~ma CV_
Ý`m`mb` Zo àog H$s ñdV§ÌVm Ho$ n[aí` _|
JmonZr`Vm Ho$ A{YH$ma na MMm© H$s&
`h _m_bm gµOm`mµâVm µH¡$Xr "AmQ>mo e§H$a'
H$s AmË_H$Wm àH$m{eV H$aZo Ho$ n{ÌH$m Ho$
àH$meH$ Ho$ A{YH$ma go g§~§{YV Wm& à{Vdm{X`m|
Zo Xbrb Xr {H$ àH$m{eV H$s OmZo dmbr gm_J«r

d[að> ZmJ[aH$

({Og_| nw{bg A{YH$m[a`m| Am¡a Anam{Y`m| Ho$
~rM Hw$N> gZgZroO g§~§Ym| H$m Iwbmgm {H$`m
J`m h¡) go Ad_mZZm hmo gH$Vr h¡ VWm Bg{b`o
Bg na amoH$ bJmZo H$s Amdí`H$Vm h¡& Bg n[aí`
_| JmonZr`Vm Ho$ A{YH$ma H$m _m_bm C^am&
CV_ Ý`m`mb` Zo `h {ZU©` {X`m {H$ àog H$mo
AmQ>mo e§H$a H$s AmË_H$Wm Ho$ gmd©O{ZH$ [aH$mS>m]
H$mo CgH$s gh_{V Ho$ {~Zm àH$m{eV H$aZo H$m
A{YH$ma h¡& `Ú{n, `{X àog gm_J«r gmd©O{ZH$
[aH$mS©> go AmJo ~T>Vr h¡ Am¡a CgH$s OrdZ H$hmZr
àH$m{eV H$aVr h¡, Vmo dh CgH$s JmonZr`Vm Ho$
A{YH$ma H$m A{VH«$_U hmoJm& Bgr Vah gaH$ma
Ed§ H$mamJma A{YH$mar, {OÝhm|Zo CÝh| g§^m{dV
_mZhm{Z (àË`j ê$n go X§{S>V Hµ $¡ Xr H$s JmonZr`Vm
H$s gwajm H$aZo H$m AmJ«h H$aVo hw`o) go ~MmZo
H$s Anrb H$s h¡, H$mo AmË_H$Wm Ho$ àH$meZ na
nyd© amoH$ bJmZo H$m A{YH$ma Zht h¡& `{X CZH$s
H$moB© Amn{Îm h¡ Vmo dh àH$meZ Ho$ ~mX hr AmEJr&
hmb hr _| {d{^Þ Vah Ho $ _m_bm| _|
JmonZr`Vm-g§~Õ _m_bo C^ao h¢& Eogo _m_bm| _|
AmË_H$WmË_H$ {µ\$ë_, Qo>brµ\$moZ Q¡>qnJ go boH$a
{H$gr EMAmB©dr J«ñV ì`{º$ H$s JmonZr`Vm Ho$
A{YH$ma VH$ em{_b h¢& h_ H$h gH$Vo h¢ {H$
JmonZr`Vm ì`mnH$ ê$n go {ZåZ{b{IV H$mo em{_b
H$aVr h¡ :emar[aH$ Jmo n Zr`Vm : `h AmH« $ m_H$
à{H«$`mAm|, O¡go OoZ{o Q>H$ narjUm|, Xdm narjUm|,
Ho${dQ>r ImoOm| go bmoJm| Ûmam IwX H$s emar[aH$
ajm H$aZo go g§~§{YV h¡&
g§ M ma Ed§ gy M Zm H$s Jmo n Zr`Vm :
`h S>mH$, Qo>brµ\$moZ, B©-_ob VWm g§Mma Ho$ AÝ`
ê$nm| H$s gwajm VWm JmonZr`Vm H$mo gpå_{bV
H$aVr h¡ & gy M Zm Ho $ g§ ~ § Y _| `h {Z`_m|
H$s ñWmnZm, Omo ì`{º$JV So>Q>m O¡go F$U gyMZm,
{M{H$Ëgm [aH$mS> m ] Am¡ a gaH$mar [aH$mS> m ]
H$mo g§J«{hV VWm XoIaoI H$aZo H$mo {Z`§{ÌV H$aVr
h¡, H$mo em{_b H$aVr h¡& Bgo "So>Q>m gwajm' Ho$
Zm_ go ^r OmZm OmVm h¡& Am¡a A§{V_ (bo{H$Z
N>moQ>m Zht) h¡
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àmXo { eH$ Jmo n Zr`Vm : `h Kao b y VWm
AÝ` dmVmadaUm|, O¡go H$m`©ñWb `m gmd©O{ZH$
ñWb _| Kwgn¡R>, {Og_| Vbmer, dr{S>`mo {ZJamZr
VWm nhMmZ Om§M em{_b h¡, H$s gr_mAm| go
g§~§{YV h¡&
`yamonr` `y{Z`Z (B©`y) Zo ì`{º$JV gyMZm
V¡`ma H$aZo VWm Eogr gyMZm Ho$ _wº$ n[aMmbZ
Ho$ g§~§Y _| ì`{º$`m| Ho$ gwajm na {Xem{ZX}e
Omar {H$`o h¢& `h {Xem{ZX}e Eogo Xoem| H$mo Eogr
gyMZm XoZo go amoH$Vo h¢, {OZHo$ nmg JmonZr`Vm
na H$mZyZ Zht h¡& BgHo$ Abmdm `h {Xem{ZX}e
`yamonr` `y{Z`Z Ho$ gXñ` amÁ`m| H$mo dh {Z`_
~VmZo H$mo H$hVo h¢, {OgHo$ A§VJ©V J«mhH$ gyMZm
Vrgao nj Ho$ gmW ~m§Q>r OmEJr&
Bgr Vah hm±JH$m±J _| gyMZm H$s AÜ`mXoe
g§~§Yr JmonZr`Vm h¡& Cg_| ~Vm`o J`o {gÕm§V
ì`{º$JV So>Q>m H$m Cn`moJ CnbãY H$amVo h¢ VWm
`h ñnï> H$hVo h¢ {H$ `{X So>Q>m H$m {df` AZw_{V
Zht XoVm h¡ Vmo ì`{º$JV So>Q>m H$mo Cgr CÔoí` Ho$
{b`o `m grYo g§~§{YV CÔoí`m| Ho$ {b`o Cn`moJ _|
bm`m OmZm Mm{h`o, {OgHo$ {b`o CÝh| g§J«{hV
{H$`m J`m h¡&
hmbm§{H$ A_o[aH$m _| ì`mnma CÔoí`m| Ho$ {b`o
JmonZr`Vm _mZH$ amÁ` H$mZyZ go g§~§{YV _m_bm
h¡ , {\$a ^r µ \ o $ `a H« o $ {S> Q > [anmo { Qª > J Eo  Q>
(Eµ\$grAmaE) VWm J«o_-~«rM-ãbrbo EoQ>
(Or~rEbE) H$m VmËn`© h¡ {H$ g§Kr` H$mZyZ
gmYmaUV: J«mhH$ F$U gyMZm H$mo {Z`§{ÌV H$aVm
h¡ VWm {d{^Þ {dÎmr` g§ñWmZm| Ûmam EH${ÌV µJ¡agmd©O{ZH$ ì`{º$JV gyMZm H$mo COmJa H$aZo go
amoH$Vm h¡ Am¡a CgH$s ajm H$aVm h¡& `{X So>Q>m
{df` H$mo gmd©O{ZH$ H$aZo H$m Adga Zht {X`m
J`m h¡ Vmo Or~rEbE J«mhH$ gyMZm Ho$ AmXmZàXmZ na à{V~§Y bJmVm h¡, {\$a ^r `h g§~Õ
H§$n{Z`m| Ho$ ~rM gyMZm Ho$ AmXmZ-àXmZ H$mo
à{V~§{YV Zht H$aVm& Eµ\$grAmaE _| g§~Õ
H§$n{Z`m| Ho$ ~rM gyMZm Ho$ ì`mnH$ AmXmZ-àXmZ
H$m àmdYmZ h¡, bo{H$Z Bg_| H$hm J`m h¡ {H$
J«mhH$m| Ho$ nmg Eogo AmXmZ-àXmZ go ~mha ahZo
32
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H$m àmdYmZ hmoZm Mm{hE VWm EH$ OZdar,
2004 Ho$ ~mX amÁ` Bg àmdYmZ H$mo A{VH«${_V
H$aVo hw`o H$mZyZ ~Zm gH$Vo h¢&
Bg{b`o g§emo{YV Or~rEbE Ho$ A§VJ©V amÁ`
~r_m {d{Z`m_H$m| H$mo H$mZyZ _| CnbãY H$amB©
JB© àg§{dXm go A{YH$ H$So> _mZH$ AnZmZo H$s
Ny > Q > Xr JB© h¡& `h AgmYmaU h¡, `m|{ H$
gmYmaUV: A_o[aH$m _| g§Kr` H$mZyZ H$S>r amÁ`
H$ma©dmB© H$mo nyd© A{YH¥$V H$a gH$Vm h¡& {\$a ^r
~r_m H§$n{Z`m| Zo E_EAmB©gr na X~md S>mbm
{H$ dh g_mZ _mZH$m|, Omo g§Kr` H$mZyZ Ho$ A§VJ©V
pñWV _mZH$m| go A{YH$ H$So> Z hm| H$mo AnZmZo
Ho$ {b`o àmoËgm{hV H$ao& Bg n[aí` _| A{YH$Va
amÁ`m| Zo ñdmñÏ` ~r_m gyMZm Ho$ {b`o H$S>r gwajm
MmhVo hw`o CgH$m g_W©Z {H$`m, Omo ~r_m H§$n{Z`m§
MmhVr h¢&
~r_m J«mhH$ AÝ` ~r_m gyMZm Ho$ {b`o µJ¡ag§~Õ H§$n{Z`m| Ho$ ~rM {H$E OmZo dmbo {dÎmr`
gyMZm Ho$ AmXmZ-àXmZ H$s AZw_{V XoZo go BZH$ma
H$a gH$Vo h¢, bo{H$Z CÝh| H§$nZr H$mo `h gy{MV
H$aZm hmoJm {H$ dh CgH$m AmXmZ-àXmZ Zht
H$aZo XoZm MmhVo& AJa CÝhm|Zo Bg g§X^© _| H$moB©
H$X_ Zht CR>m`m Vmo gyMZm H$m AmXmZ-àXmZ
{H$`m Om gH$Vm h¡& hmbm§{H$ gyMZm Ho$ AmXmZàXmZ go BZH$ma H$aZo Ho$ {b`o dm{f©H$ Zmo{Q>g Xr
OmVr h¡, bo{H$Z A{YH$Va J«mhH$ BgH$s AZXoIr
H$aVo h¢, Bg{b`o Hw$N> J«mhH$ hr BZH$ma H$a nmVo
h¢&
H$B`m| Zo "Am°ßQ>-BZ' nÕ{V H$s dH$mbV
H$s h¡& Bg_| `{X J«mhH$ BgHo$ AmXmZ-àXmZ Ho$
{b`o nyar Vah gh_V Zht hmoVm h¡ Vmo J«mhH$ H$s
JmonZr`Vm H$s gwajm H$s OmVr h¡& A{YH$ IMubm
hmoZo Ho$ H$maU H§$n{Z`m§ BgH$m {damoY H$aVr h¢
VWm `h A{YH$Va joÌm| _| H$mZyZ Zht h¡& dmñVd
_| {H$gr ì`{º$ Ho$ A{YH$mam| H$s gwajm gw{ZpíMV
H$aZo Ho$ {b`o `{X "AmßQ> BZ' nÕ{V Ho$ Abmdm
Cgo `h ~Vm`m OmE {H$ H$m¡Z-gr gyMZm H$m
Cn`moJ {H$`m OmEJm Vmo ~ohVa hmoJm, bo{H$Z
H§$n{Z`m§ gmYmaUV: Eogm H$X_ Zht CR>mVt&

df© 1999 go A_o[aH$s g§Kr` {d{Z`_m| Ûmam
EMAmB©nrEE (ñdmñÏ` ~r_m dhZr`Vm Ed§
CÎmaXm{`Ëd A{Y{Z`_), Omo "AmßQ>-BZ' H$m
Cn`moJ H$aVm h¡ VWm {OgHo$ nmg {M{H$ËgH$m|
VWm AÝ` _o{S>H$b à¡pQ>eZam| Ho$ {b`o gmW©H$
J« m hH$ gy M Zm h¡ , Ho $ {b`o Jmo n Zr`Vm
Amdí`H$VmE§ ñWm{nV H$s JBª&
^maV _| Am_ gyMZm gwajm Zht h¡& {\$a ^r
^maV Ho$ erf© ~¢H$ Ûmam {ï>H$moU _| n[adV©Z
bm`m J`m& O¡gm {H$ h_ OmZVo h¢, Ama~rAmB©
Zo "AnZo J«mhH$ H$mo OmZ|' (Ho$dmB©gr) à{H«$`m
Ho$ A§VJ©V ~¢H$m| go H$hm h¡ {H$ do AnZr g^r
emImAm| H$mo {ZX}e X| {H$ H$mbo YZ H$mo d¡Y
~ZmZo go amoH$Zo Ho$ CÔoí` go do AnZo J«mhH$m| go
gyMZm EH$Ì H$a|&
hmb hr _| CgZo J«mhH$ gyMZm na {ZX}e XoVo
hw`o n[anÌ Omar {H$`m& `h n[anÌ H$hVm h¡ {H$
J«mhH$ go OwQ>mB© JB© gyMZm H$m Cn`moJ O~ ~¢H$m|,
CZHo$ AYrZ Ho$ CnH«$_m| Am¡a g§~Õ H§$n{Z`m| Ûmam
nañna {~H«$s Ho$ {b`o {H$`m OmVm h¡ Vmo Eogr
gyMZm AÝ` EO|{g`m| H$mo ^r CnbãY H$am Xr
OmVr h¡& `h n[anÌ ~¢H$m| H$mo `h ~VmZm MmhVm
h¡ {H$ ImVm IwbdmVo g_` Ho$dmB©gr H$s nyUV© m Ho$
{b`o J«mhH$ Ûmam CnbãY H$amB© JB© gyMZm JmonZr`
hmoVr h¡ VWm nañna {~H«$s `m {H$gr AÝ` CÔoí`
Ho$ {b`o Cg_| go {H$gr {ddaU H$m Cn`moJ H$aZm
J«mhH$ JmonZr`Vm dMZ H$m C§KZ hmoJm& ~¢H$m|
H$mo gbmh Xr JB© {H$ dh AnZr g^r emImAm|
H$mo Bg g§X^© _| J«mhH$ Ho$ à{V dMZ~ÕVm H$mo
gw{ZpíMV H$aZo H$m {ZX}e X|&
BgHo$ A{V[aº$ `h {Z{X©ï> {H$`m J`m h¡ {H$
`{X ~¢H$ Ho$dmB©gr Amdí`H$VmAm| H$mo N>mSo > AÝ`
{H$gr CÔoí` Ho$ {b`o J«mhH$ Ho$ ~mao _| H$moB© gyMZm
OwQ>mZm MmhVo h¢, Vmo dh ImVm Ama§^ \µ $m_© _| go
Zht br OmEJr& Eogr gyMZm J«mhH$ H$mo gyMZm
OwQ>mZo H$m CÔoí` ~VmH$a VWm CgH$m AZw_moXZ
boH$a n¥WH$ ê$n go OwQ>mB© Om gH$Vr h¡& {dÎmr`
gyMZm JmonZr`Vm Ho$ à{V Ama~rAmB© H$m `h
B©_mZXmarnyU© Ed§ gVH©$ H$X_ h¡&

{dH$ën

J«mhH$ gyMZm Ho$ AmXmZ-àXmZ H$m _m_bm
nyao {d _| CR>m`m J`m VWm A§Vam©ï´>r` ñVa na
H$B© à{V{Z{YËd AnZm`o J`o& ^maVr` n[aí` _|
`h A^r àíZ hr ~Zm hwAm h¡ {H$ `m J«mhH$
H$mo Bg àH$ma Ho$ AmXmZ-àXmZ go BZH$ma H$aZo
H$m {dH$ën {X`o {~Zm hr J«mhH$ gyMZm H$m Bg
àH$ma H$m AmXmZ-àXmZ H$aZm JmonZr`Vm Ho$
A{YH$ma H$m C§KZ hmoJm?
Bg n[aí` _| H§$n{Z`m| g{hV ~r_m H§$n{Z`m|
Ûmam AnZm`o OmZo dmbo Z`o ì`mnma _mÜ`_m| na
`{X gyMZm JmonZr`Vm H$mZyZ àd{V©V {H$`m OmE
Vmo CgHo$ {ZîH$fm] H$m narjU H$aZm VWm AmZo
dmbo g_` _| gm_Zo AmZo dmbr ZB© MwZm¡{V`m| H$m
gm_Zm H$aZo Ho$ {b`o ñd`§ H$mo V¡`ma H$aZm ^r
Amdí`H$ h¡&
~r_m H§$n{Z`m| Ûmam ñd`§ gd}jU H$admH$a
VWm ñd`§ H$m So>Q>m~og V¡`ma H$a Eogr {d{MÌ
pñW{V go {ZnQ>m Om gH$Vm h¡& Xygam {dH$ën `h
h¡ {H$ bmoJm| H$mo Eogr gyMZm boVo g_` g§ñWmZ/
g§JR>Z J«mhH$m| Ho$ g_j AnZr JmonZr`Vm Zr{V
Kmo{fV H$a| VWm CÝh| `h ~VmE§ {H$ Eogr gyMZm
AÝ` CËnmXm|, O¡go ~r_m Ho$ {dnUZ Ho$ {b`o
Cn`moJ _| bmB© Om gH$Vr h¡& Bggo Ama~rAmB©
Ûmam ~¢H$m| Ho$ _m_bo _| Kmo{fV {H$`o J`o AZwgma
Eogr gyMZm Ho$ AmXmZ-àXmZ H$s AZw_{V XoZm
`m Z XoZm ñnï> hmo OmEJm&
nyao {d _| B©-H$m°_g© _| d¥{Õ hwB© h¡ VWm ^maV
^r Bg_| nrNo> Zht h¡& B©-H$m_g© H$mo EH$ ì`mnma
nÕ{V Ho$ ê$n _| AnZm {b`m J`m h¡ VWm ~r_m
H§$n{Z`m§ ^r ì`mnma Ho$ d¡H$pënH$ _mÜ`_ Ho$ ê$n
_| Bg na {dMma H$a ahr h¢& BboQ´>m{ZH$ H$m°_g©
Ho$ {b`o ì`mnH$ {d{Z`_ dmVmdaU CnbãY H$amZo
Ho$ CÔoí` go ^maV gaH$ma Zo _B©, 2000 _| AnZm
nhbm gmB~a bm° gyMZm VH$ZrH$ A{Y{Z`_
nm[aV {H$`m& `h AmB©Q>r A{Y{Z`_ AÝ` ~mVm|
Ho$ gmW {ZåZ{b{IV H$mo em{_V H$aVm h¡ :e `h ^maV _| B©-_ob H$mo H$mZyZr ê$n go
g§Mma H$m EH$ d¡Y ê$n ñdrH¥$V H$aVm h¡& {H$gr

^r àñVmd H$s BboQ´>m{ZH$ ê$n _| ñdrH¥${V H$mo
^r H$mZyZr Ed§ à^mdr Kmo{fV {H$`m J`m&
e Bg Z`o A{Y{Z`_ Zo ^maVr` H$mZyZ _|
nhbr ~ma {S>OrQ>b hñVmja H$s ñdrH¥${V Xr&
e Cº$ Z`o H$mZyZ Zo g§aMZm H$s A{YH«$_
gmonm{ZH$s, à_mUrH$aU A{YH$m[a`m| Ho$ {b`o EH$
{Z`§ÌH$, Ý`m` A{YH$mar VWm gmB~a Anrbr
Ý`m`m{YH$aU Ho$ JR>Z H$s ^r ñdrH¥${V Xr&
AÝ` g§{dXmAm| H$s Vah ~r_m H$mo ^maVr`
g§ { dXm A{Y{Z`_, 1987 _| C{{IV
Amdí`H$VmAm| H$mo nyam H$aZm hmoVm h¡ VWm BgHo$
Abmdm Hw$N> A{V[aº$ VËd ^r hmoVo h¢, O¡go ~r_m
`mo½` {hV H$m {gÕm§V (g_wÐr ~r_m A{Y{Z`_,
1963 _| n[a^m{fV), na_ gX²^md {gÕm§V& `Ô{n
~r_m A{Y{Z`_, 1938 _| BZ eVm] H$mo {deof
ê$n go n[a^m{fV Zht {H$`m J`m h¡& ~r_m g§{dXm
EH$ C{MV àñVmd Ed§ ñdrH$m`©Vm ^r MmhVr h¡&
AmB©AmaS>rE (nm°{bgrYmaH$m| Ho$ {hVm| H$s
gwajm) {d{Z`_, 2002 g_wÐr nm°{b{g`m| Ho$
_m_bo H$mo N>moS> {b{IV àñVmdm| Ho$ {b`o EH$
AmXoe h¡& `h àñVmd ~r_m H$s g§{dXm H$m AmYma
~ZmVm h¡ VWm `h H$mµ\$s A{YH$ _hËdnyU© h¡,
`m|{H$ Bg_| àñVmdH$ go KmofUm br OmVr h¡ {H$
CgHo$ Ûmam {X`m J`m dº$ì` Am¡a gyMZm gË` h¡&

nm°{bgr µ\$m_© µ\$m_}Q> Ed§ ^mfm, Omo ~r_m H§$nZr
Ûmam "µ\$mBb E§S> `yO
µ ' à{H«$`m Ho$ A§VJ©V {Z`m_H$
Ho$ gmW Cn`moJ _| bmB© JB© h¡, H$mo em{_b {H$`m
OmZm Mm{h`o& Bg_| `h àíZ Zht h¡ {H$ nm°{bgr
{H$gr ê$n (nona `m BboQ´>m{ZH$) _| h¡& nm°{b{g`m|
Ho$ Bg àH$ma Ho$ BboQ´>m{ZH$ {ZJ©_Z H$m CXmhaU
Ý`y`mH©$ h¡, Ohm§ nm°{b{g`m| Ho$ Eogo BboQ´>m{ZH$
{ZJ©_Z H$s AZw_{V h¡, `m|{H$ `h dhm§ ~r_m
H$mZyZ Ed§ {d{Z`_m| Ho$ A§VJ©V à{V~§{YV Zht h¡&
^maV _| AnZo ì`mnma A{^`mZ _|
BboQ´>m{ZH$ So>{bdar nÕ{V H$m {ZJ©_Z H$aZo H$s
BÀNw>H$ àË`oH$ ~r_m H§$nZr H$mo ñd`§ `h V` H$a
boZm Mm{h`o {H$ BgHo$ {b`o H$m¡Z-gr VH$ZrH$s
AnZmZm Am¡a H$m`m©pÝdV H$aZm AÀN>m hmoJm VWm
Cgo ñd`§ Bg ~mV H$s nw{ï> H$a boZr Mm{h`o {H$
AnZmB© JB© Eogr VH$ZrH$s ~r_m A{Y{Z`_ Ed§
{d{Z`_m| Ho$ àmdYmZm| Ho$ nmbZ Ho$ {b`o nyar
Vah AZwHy$b h¡& Eogr H§$nZr H$mo `h gw{ZpíMV
H$a boZm Mm{h`o {H$ Eogr Xr JB© nm°{bgr _| {H$gr
AÝ` ì`{º$ Ûmam \o$a-~Xb Zht {H$`m Om gH$Vm&
~r_m CÚmoJ Ûmam B©-VH$ZrH$s H$m Bg àH$ma
H$m gH$mamË_H$ Cn`moJ Cgo H$mµ\$s ~b àXmZ
H$ao J m VWm {dnUZ _| AmgmZ, Vrd« Am¡ a
gw{dYmOZH$ ghm`Vm àXmZ H$aoJm&

`hm§ `h CoI H$aZm ^r Oê$ar h¡ {H$
BboQ´>m{ZH$ [aH$mS>m] H$s ñdrH$m`©Vm àdoí`Vm Ho$
g§X^© _| àmdYmZm| H$mo em{_b H$aZo Ho$ {b`o
^maVr` gmú` A{Y{Z`_ _| g§emoYZ {H$`m J`m&
~r_mH¥$V ì`{º$, Omo Eogr nm°{b{g`m| H$mo
BboQ´>m{ZH$ ê$n go àmá H$aZo na gh_V hmo OmVm
h¡, H$mo nm°{b{g`m| Ho$ Eogo BboQ´>m{ZH$ {ZJ©_Z
H$mo V~ VH$ em{_b Zht {H$`m Om gH$Vm, O~
VH$ {H$ gh_V ~r_mH¥$V ì`{º$ H$mo àXmZ H$s
JB© ~r_m nm°{b{g`m§ ~r_m A{Y{Z`_, 1938
VWm AmB©AmaS>rE Ûmam ~Zm`o J`o {d{Z`_m| _|
C{{IV Amdí`H$VmAm| H$mo nyam Zht H$aVt VWm
Cg_| H$mZyZ H$m C§KZ Z hmo& BgHo$ A{V[aº$

boIH$ AmB©AmaS>rE Ho$ ghm`H$ {ZXoeH$ h¢&
`hm§ ì`º$ {dMma CZHo$ {ZOr h¢&
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"~ZmE§ EH$ à^mdembr ì`dñWm'
-_Zw^mB© emh

(boIH$ Zo Cn^moº$m {eH$m`Vm| go g§~§{YV V§Ì na
ì`mnH$ ZµO[a`m AnZm`m h¡& Bg na AmB©AmaS>rE, ~r_m
g§ñWmZ Ed§ gaH$ma H$mo Ü`mZ XoZo H$s Amdí`H$Vm h¡&)
{nN>bo Xmo XeH$m| go A{YH$ g_` VH$ Cn^moº$m {ejm
Ed§ AZwgY§ mZ H|$Ð (grB©Amagr) _| h_mao nmg OrdZ Ed§
J¡a-OrdZ XmoZm| go g§~{§ YV V_m_ àH$ma H$s ~r_m {eH$m`V|
{ZnQ>mZo d gwZZo H$m _m¡Hµ $m {_bm&
dmñVd _| Bg boI _| _¢ `h ~VmZm MmhVm hy± {H$
AmB©AmaS>rE `m AÝ` ~r_m n[afXm| H$s {eH$m`Vm| H$mo
gwbPmZo _| `m ^y{_H$m h¡, dmo {H$g Vah go H$m_ H$a|&
ì`mnH$ g_ñ`mAm| Ho$ g§X^© _| CZH$mo {H$g Vah go {ZnQ>mE§&
Hw$N> Eogo _wÔo h¢, {OZ na ì`mnH$ ZµO[a`o H$s Amdí`H$Vm
h¡& Xmdm| H$mo boH$a Cn^moº$mAm| H$s {eH$m`Vm| Ho$ A{V[aº$
^r ~S>r-~S>r g_ñ`mE± h¢, bo{H$Z dh EH$ AbJ _wÔm h¡&
Bg boI _| BÝht q~XwAm| H$mo ñnï> {H$`m OmEJm&
nm°{bgr YmaH$m| H$s {eH$m`Vm| go g§~Õ H$mZyZ ^maVr`
H$mZyZ Am`moJ Zo OrAmaE `mZr n¥WH$ {eH$m`V {ZdmaU
àm{YH$aU J{R>V H$aZo H$s {gµ\$m[ae H$s Wr& àm{YH$aU
H$mo Hw$N> A{YH$ma ^r XoZo H$s ~mV H$s JB© h¡& ^maVr` H$mZyZ
Am`moJ H$s {gµ\$m[ae| Ed§ AnZm {ï>H$moU _¢ Bg boI _| Xo
ahm hy± :Cn`wº© $ {df`m| na Am`moJ Zo AnZr [anmoQ>© _| To>a gmar
{gµ\$m[ae| H$s h¢& Am`moJ Zo OrAmaE Ho$ g§~§Y _| gwPmd
{X`m h¡ {H$ ~S>o eham| Ed§ Xoe Ho$ Mma _hmZJam| _| Anrbr`
A{YH$aU H$m JR>Z {H$`m OmE& Bgr Vah go g^r ~So>
eham| _| OrAmaE Ho$ JR>Z H$s ~mV H$s h¡& Am`moJ Zo ~r_m
EO|Q> gd}jH$ Ho$ ~rM g§^m{dV {ddmXm| Ho$ {ZnQ>mao Ho$
{b`o A{YH$ma OrAmaE H$mo XoZo H$s ~mV H$s h¡& nm°{bgr
YmaH$m| H$s {eH$m`Vm| Ho$ A{V[aº$ Bggo CZH$mo nhw±MZo
dmbr j{V H$mo ^r OrAmaE Ho$ A{YH$ma joÌ _| bmZo H$s
~mV H$s h¡&
{d{Y Am`moJ Ho$ gXñ`m| Ho$ à{V nyam gå_mZ ì`º$
H$aVo hw`o _¢ `h ñnï> H$aVm hy± {H$ Am`moJ H$s Cº$ {gµ\$m[aem|
go _¢ gh_V Zht hy±& Cn^moº$mAm| Ho$ AmYma^yV Mma
A{YH$mam| _| go EH$ Vrd« Ed§ Hµ $s_Vr {eH$m`Vm| Ho$ g_mYmZ
H$s ì`dñWm h¡& ^maV O¡go {demb Xoe Ho$ {b`o {eH$m`V
{ZdmaU àH$moð> H$s ha ~So> eham| _| Oê$aV nSo>Jr& `h Z
Ho$db _h§Jm Am¡a An`m©á h¡, ~pëH$ {X¸$V ^am ^r h¡&
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{eH$m`V {ZdmaU àm{YH$aU à^mdembr V^r hmoJm,
O~ CgH$s nhwM§ Cn^moº$mAm| VH$ hmo& Bg g§X^© _| Cn^moº$m
g§ajU A{Y{Z`_ {Obm, amÁ` Ed§ amï´>r` ñVa na _§M
Am¡a Am`moJ ~ZmZm AnojmH¥$V ~ohVa hmoJm& Bggo àË`oH$
ZmJ[aH$ `m {H$gr H$mo ^r AnZm gwI-XwI \µ $moa_ `m Am`moJ
_| bo OmZo _| gw{dYm hmoJr& `{X Cn^moº$m H$mo AnZr {eH$m`V|
boH$a amÁ` H$s amOYmZr _| BYa-CYa Xm¡S>Zm nSo>Jm Vmo
Cggo ~ohVa `h Am`moJ `m _§M hr h¢& Am`moJ _| OmZm
gab ^r hmoJm& Cn^moº$m g§ajU A{Y{Z`_ Ho$ VhV J{R>V
{Obm \$moa_, amÁ` \$moa_ Ed§ amï´>r` Am`moJ AÀN>m hr H$a
aho h¢ `hm§ _oam Eogm Hw$N> H$hZm Zht h¡& CZ_| Hw$N> Z`m
OmoS>Zo H$s Amdí`H$Vm h¡& Cg_| Z`o {dH$ën Am¡a gwYma
H$s Amdí`H$Vm h¡& bo{H$Z `h ^maV Ho$ {d{Y Am`moJ Ûmam
gwPm`o J`o {eH$m`V {ZdmaU àm{YH$aU H$s Anojm ~ohVa
h¢& H$mJOm| na ~hg MbmZo go ~ohVa {Obm \$moa_ Ed§
amÁ`m| Ho$ Am`moJm| _| Hw$N> ~Xbmd H$aZm Á`mXm à^mdembr
hmoJm, bo{H$Z {d{Y Am`moJ H$m Cn`w©º$ gwPmd nm°{bgr
YmaH$m| Ho$ {b`o Á`mXm ZwH$gmZ Xm`H$ h¡& Bggo Vmo Cn^moº$m
H$m _yb^yV A{YH$ma Vrd« Ed§ OëX d gñVm {eH$m`V
{ZdmaU H$m A{YH$ma hr IË_ hmo OmVm h¡&
{nN>bo 14 dfm] _| {Obm \$moa_m|, amÁ` Am`moJm| Ed§
amï´>r` Am`moJ H$mo Am¡a A{YH$ à^mdembr ~ZmZo Ho$ {b`o
g_`-g_` na V_m_ g§emoYZ {H$`o J`o Am¡a Z`o àñVmd
OmoSo> J`o& {Z:g§Xoh BZ Am`moJm| _| A^r ^r gwYma H$s
Amdí`H$Vm h¡& g§gX Ûmam hmb hr _| {H$`m J`m g§emoYZ
Ed§ 15 _mM© 2003 go bmJy hwAm àñVmd {Obm \$moa_m|
Ed§ Am`moJm| Ho$ gwYma Ho$ {b`o {dMmaUr` h¡& Bggo CZH$s
H$m`©àUmbr _| CoIZr` gwYma hwAm h¡&
~hahmb, {Obm \$moa_m| Ed§ amÁ` Am`moJm| H$mo
à^mdembr ~ZmZo Ho$ {b`o nhbo go hr Hw$N> gwPmd {X`o
J`o h¢& `o gwPmd Cn^moº$m H$ë`mU _§Ìmb` Ho$ g_j
{dMmamYrZ h¢& AmO Xoe _| H$ar~ 500 {Obm \$moa_ h¢
Am¡a ~rg bmI én`o VH$ Ho$ Xmdm| H$s gwZdmB© H$m Am{W©H$
g§~Y§ r {dMmaU BZHo$ joÌm{YH$ma _| em{_b h¡& 20 bmI
én`o go A{YH$ Ho$ Xmdo H$s gwZdmB© H$aZo H$m A{YH$ma
amÁ` Am`moJm| H$m h¡& amÁ` Am`moJ EH$ H$amoS > én`o VH$ Ho$
Xmdo H$s gwZdmB© H$a gH$Vo h¢&
amï´>r` Cn^moº$m {ddmX {ZdmaU Am`moJ, {Xr
gdm} g§ñWmZ h¡& `h dmñV{dH$ ê$n go {dÎmr` A{YH$ma

g§nÞ h¡& EH$ H$amoS> én`o go D$na Agr{_V {dÎmr` Xmdm|
H$s gwZdmB© H$aZo H$m A{YH$ma Bg Am`moJ Ho$ nmg gwa{jV
h¡& amÁ` Am`moJm| Ho$ {ZU©`m| na Anrbr` A{YH$ma ^r
amï´>r` Am`moJ Ho$ nmg h¡& amï´>r` Am`moJ Ho$ {déÕ Anrb
Ho$db gdm} Ý`m`mb` _| hr H$s Om gH$Vr h¡&
A_o[aH$m Ed§ {dH${gV Xoem| _| Bg g§X^© _| ~hwV
AÀN>m Ed§ ñdñW VarH$m AnZm`m OmVm h¡& dhm§ ~r_m
H§$n{Z`m| H$s ñdV§Ì "aoqQ>J' H$s OmVr h¡& "aoqQJ' AÜ`Z
ñdV§Ì ê$n go ì`mdgm{`H$ g§ñWmZ Ed§ BH$mB`m§ H$aVr h¢&
`h aoqQ>J OrdZ ~r_m Ed§ g§n{Îm ~r_m XmoZm| H$s ñdV§Ì
ê$n go H$s OmVr h¡& ~r_m H§$n{Z`m| H$s aoqQ>J CZH$s godmAm|
H$s JwUdÎmm, nm°{bgr YmaH$m| Ho$ gmW CZH$m ì`dhma,
Xmdm| H$m {ZnQ>mam, Xmdm| H$mo {ZnQ>mZo _| bJZo dmbm g_`,
{ZnQ>mao _| ñdÀN>Vm, {ZînjVm Ed§ A{ZînjVm, eVm] H$s
XemE§ Ed§ Ad{Y Am{X Ho$ AmYma na V` H$s OmVr h¡&
`h ao q Q> J gdm}  Cn`w º $ \$_© , ñQ¢ > S > S © > Ed§
Ag§VmofOZH$ Am¡a AÝ` dJ© lo{U`m| _| H$s OmVr h¡ Am¡a
aoqQ>J Ed§ H§$n{Z`m| H$mo ~mµH$m`Xm àH$m{eV {H$`m OmVm h¡&
A~ g_` Am J`m h¡ {H$ ^maV _| ^r Bgr Vah H$m à`mg
{H$`m OmE& ~r_m H§$n{Z`m| H$mo ì`mdgm{`H$ Hw$eb _yë`m§H$Z
àUmbr gm_y{hH$ ê$n go ewê$ H$aZr Mm{h`o Am¡a AÜ"Z H$a
V¡`ma H$s JB© aoqQ>J d H§$n{Z`m| Ho$ H$m`© àXe©Z H$mo ~mµH$m`Xm
àH$m{eV {H$`m OmZm Mm{hE& Am_ AmX_r Ho$ {hV _| Bgo
àMm[aV ^r {H$`m OmZm Mm{hE&
à{VñnYm© Ho$ Bg `wJ _| V_m_ gwYmamË_H$ ~Xbmd
{H$`o Om aho h¢& nhbo Bg Vah H$s YmaUm H$m A^md Wm&
Cn^moº$mAm| H$s gw{dYm na H$moB© {deof Ü`mZ Zht {X`m
OmVm Wm& AmO-H$b `{X Cn^moº$mAm| H$m Ü`mZ Zht aIm
J`m Am¡a {ZXmZmË_H$ H$X_ Zht CR>mE JE Vmo Bg `wJ _|
{H$gr ^r H§$nZr H$m {Q>H$ nmZm g§^d Zht hmoJm&
O~ Ho$db gaH$mar H§$n{Z`m§ hr ~r_m joÌ _| Wt, V~
dhm§ ^«ï>mMma H$s H$moB© ~mV Zht Wr& `h ñdm^m{dH$ h¡&
{damï´>r`H$aU Ho$ ~mX OrdZ ~r_m joÌ _| g§n{Îm Ed§ J¡ag§n{Îm ~r_m H$aZo dmbr V_m_ {ZOr joÌ H$s H§$n{Z`m§
Hw$Hw$a_wÎmo H$s Vah CJ Am`r h¢& B©a hr OmZo {H$ {H$g ~r_m
H§$nZr _| H$~ ^«ï>mMma hmo OmE&
V~ `h gdmb CR>Vm h¡ {H$ nm°{bgr YmaH$m| Ho$ {hVm|
H$s ajm H¡$go H$s OmE, {OZHo$ ~r_m am{e H$s n[an¹$Vm Ho$
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~mX nwZdm©ngr `m Xmdo ~ZVo h¢& _¢ g_PVm hy§ {H$ ^maV _|
~r_mYmaH$m| Ho$ {hVm| H$s ajm Ho$ {b`o `yH$o _m°S>b Ho$ gwPmE J`o
q~XwAm| go H$ht ~ohVa h_ AÝ` VarH$m AnZm gH$Vo h¢&
{~«Qo>Z Zo EH$ H$mZyZ nmg {H$`m& Bgo nm°{bgr YmaH$
g§ajU A{Y{Z`_ 1975 go OmZm OmVm h¡& Bg
A{Y{Z`_ _| 1997 _| g§emoYZ {H$`m J`m& Bg A{Y{Z`_
_| g§~Õ eo`a YmaH$m| H$s ajm Ho$ {b`o gpå_{bV g^r eo`a
YmaH$m| H$m à{V{Z{YËd H$aZo dmbo ~moS©> Am°µ\$ S>m`aoQ>g©
Ho$ JR>Z H$s ~mV H$hr JB© h¡& BgH$m CÔoí` {H$gr ^r ~r_m
H§$nZr Ho$ ^«ï> hmoZo na nm°{bgr YmaH$m| Ho$ {hVm| H$s ajm Ho$
{b`o EH$ H$mof ~ZmZm h¡& Bg_| gm_mÝ` Ed§ OrdZ ~r_m
H§$n{Z`m| Ho$ {b`o AbJ-AbJ àmdYmZ {H$`m J`m h¡&
`{X gm_mÝ` ~r_m H§$nZr ^«ï> hmo OmVr h¡ Vmo BgH$m
_yë`m§H$Z nyar Vah go H§$nZr H$s {Oå_oXmar na {H$`m OmEJm
Am¡a V~ gm_mÝ` ~r_m CÚmoJ _| CgH$s àr{_`_ Am` H$mo
g§~Õ H$mof _| g_w{MV T§>J go {dV[aV {H$`m OmEJm& Bg
H$mof H$m Cn`moJ ^«ï> gm_mÝ` ~r_m H§$nZr H$s {Oå_oXmar
na _yë`m§{H$V {H$`m OmEJm&
OrdZ ~r_m H§$n{Z`m| Ho$ _m_bo _| CZH$s gm_mÝ`
`moOZmE§ Ed§ XrKm©d{Y Am¡a nm°{bgrYmaH$m| H$s VmËH$m{bH$
Xo`Vm CVZr A{YH$ Zht h¡, {OVZr gm_mÝ` ~r_m H§$n{Z`m|
Ho$ ^«ï> hmoZo na hmoVr h¡& Bgr H$maU BZHo$ {b`o àmdYmZ
~ZmE JE h¢&
VmËH$m{bH$ nyU© Xo`Vm Ho$ {b`o ~r_m H§$n{Z`m§ AnZo
àr{_`_ Am` H$m EH$ {hñgm H$mof _| `moJXmZ X|Jr, bo{H$Z
XrKm©d{Y nm°{b{g`m| H$s {Za§VaVm Ho$ g§~Y§ _| OrdZ ~r_m
H§$nZr AnZr gw{dYmZwgma ^{dî` Ho$ àr{_`_ BH$Q²>R>m
H$aoJr Am¡a ~r_m nyU© hmo OmZo `m _¥Ë`w H$s Xem _| OrdZ
~r_m YmaH$ H$mo AXm`Jr H$aoJr& `h Cg _m_bo _| ^r g_mZ
ê$n go bmJy hmoJm& CZHo$ (~r_m H§$nZr) {Xdm{b`m hmoZo H$s
VmarI go g¡Õm§{VH$ àmoX^² Vy Xo`Vm _yë`m§H$Z Ho$ ~mX ~r_m
{H$íV go àmá Am` Ho$ AmYma na V` {H$`m OmEJm&
_oar gyMZm Am¡a OmZH$mar Ho$ {hgm~ go Cn`wº© $ _m°S>b
g~go Cn`wº$ h¡& amï´>r`H$aU Ho$ Xm¡amZ h_ ^maVr`m| H$mo
{Xdm{b`o H$m H$moB© IVam Zht Wm Am¡a ^maVr` H§$n{Z`m§
gaH$ma Ho$ AYrZ Wt& A~ {damï´>r`H$aU hmoZo Ed§ ~r_m
joÌ H$mo {ZOr H§$n{Z`m| Ho$ {b`o Imob XoZo Am¡a npãbH$
{b{_Qo>S> H§$n{Z`m| Ho$ àmoËgmhZ, ghH$mar H§$n{Z`m| Ho$ ~r_m

joÌ _| AmZo go OëX hr h_| Cgr Vah Ho$ g_mZ H$mZyZ H$m
àmê$n V¡`ma H$aZm ~ohVa hmoJm&
h_mar ~r_m H§$n{Z`m§ A{YH$m§eV: `m Vmo nyao Xmdo H$mo
ñdrH$ma H$aVr h¢ `m ZH$ma XoVr h¢, bo{H$Z dmo ~r_mYmaH$
Ho$ à{V _mZdr` _¡Ìr ^md go Zht gmoMVr h¢ Am¡a do
VmËH$m{bH$ ê$n go nm°{bgr YmaH$ H$mo H$moB© ^wJVmZ H$aZo H$s
Amdí`H$Vm Zht g_PVt& CZHo$ Xmdo H$m ghr g_` na
{ZnQ>mam Zht H$aVt& Am°Z AH$mC§Q> AXm`Jr ^r gm_mÝ`
~r_mYmaH$m| Ho$ gmW bmJy Zht H$s OmVr, O~{H$ CÚmoJm| H$s
~r_m AXm`Jr Am°Z AH$mC§Q> H$a Xr OmVr h¡& Am°Z AH$mC§Q>
AXm`Jr VmËH$m{bH$ Ed§ H$_ g_` _| hmo OmVr h¡&
CXmhaU Ho$ {b`o `{X nm°{bgr YmaH$ H$m Ka ^yH$§ n,
AmJ `m AÝ` H$maUm| go {Ja OmVm h¡ Vmo Xmdo Ho$ ^wJVmZ Ho$
{b`o ~r_m H§$nZr H$mo nyao _m_bo H$mo {dñVma go XoIZo Ho$
{b`o g_` H$s Amdí`H$Vm nS>oJr, bo{H$Z Am¡Úmo{JH$ ê$n
go {dH${gV Xoem| _| ~r_m H§$n{Z`m§ g~go nhbo nm°{bgr
YmaH$ H$mo {ZpíMV am{e àXmZ H$a ghm`Vm àXmZ H$aVr
h¡& A~ g_` Am J`m h¡ {H$ ^maV _| OrdZ ~r_m H§$n{Z`m§
A§V[a_ _m_bm| _| Xmdo Ho$ nyU©V: {ZnQ>mZ Ho$ nhbo amhV
nhwM
§ mZo Am¡a Am°Z AH$mC§Q> ^wJVmZ H$aZo na {dMma H$a|&
`hm§ VH$ {H$ _moQ>a XwKQ© >Zm _| gm_mÝ` ~r_m H§$n{Z`m|
Ho$ `{X {ZnQ>mZ Xmdo Ho$ nhbo gwbPm gH|$ Vmo AZmdí`H$
IM© go ~Mm Om gHo$Jm& ~r_m H§$n{Z`m| H$mo Bg na Ü`mZ
XoZm Mm{h`o& Bg g§~Y§ _| _¡Q> Ûmam àXmZ H$s JB© AZwJh«
am{e H$mo Ü`mZ _| aIZm Mm{h`o&
_wPo `mX h¡ {H$ O~ _¢ OrAmB©gr ~moS>© _| Wm, V~ Ý`y
B§{S>`m Ho$ Mo`a_¡Z Zo EH$ ZB© nhb H$s Wr& CÝhm|Zo JwOamV
_| nw{bg _hm{ZXoeH$ Ho$ gmW EH$ gå_obZ {H$`m Wm,
{Og_| dmhZ XwK©Q>Zm H$s VmËH$m{bH$ gyMZm KQ>ZmñWb
go hr àmá {H$`o OmZo na {dMma {H$`m J`m Wm& Bg_|
AZwJ«h am{e Xmdo Ho$ {ZnQ>mZ H$mo ^r em{_b {H$`m J`m
Wm, Vm{H$ XwK©Q>ZmJ«ñV ì`{º$ Ho$ n[adma `m Am{lV
VËH$m{bH$ ê$n go Am{W©H$ ghm`Vm àmá H$a gH|$& Bggo
~r_m H§$nZr ~mX _| _yë`m§H$Z H$aZo Ho$ A{V[aº$ IM© go
~M gHo$Jr&
Bgr Vah H$s nhb Cn^moº$m {eH$m`V Ho$ {ZnQ>mao Ed§
_mZdr` _wÔm| H$mo g_PZo _| ^r H$s Om gH$Vr h¡& Bggo ~r_m
H§$n{Z`m| Ed§ CZHo$ J«mhH$m| H$s ghm`Vm hmoJr& h_ A^r

VH$ dmhZ XwK©Q>ZmAm| Ho$ _m_bo _| n`©dojH$ `m ~r_m
A{^H$Vm©, ~r_m H§$nZr Ho$ A{YH$m[a`m|, J¡aO
o _oH$¡ {ZH$m|,
nw{bg dmbm| Ed§ Hw$N> _m_bm| _| ñd`§ nm°{bgr YmaH$m| Ho$
^«ï>mMma na Ü`mZ Zht XoVo h¢& `h pñW{V AmO ^r ~Zr hwB©
h¡& h_ g_` H$s ~mV H$aVo h¢ `m {\$a H$hVo h¢ {H$ dmhZ
~r_m EH$ KmQo> H$m gm¡Xm h¡ Am¡a O~{H$ dhm§ g^r àH$ma Ho$
g§JV Ed§ Ag§JV H$m_ ~r_m H§$n{Z`m| Ûmam Bg{b`o AnZm`o
OmVo h¢ {H$ do A{Zdm`© Vrgar nmQ>u go Xo`Vm ñdrH¥${V go
~M|, O~{H$ H$mZyZm| Ho$ _wVm{~H$ Cn^moº$m gS>H$ na IwX
dmhZ Zht Mbm ahm Wm, AÝ`Wm Cgo j{Vny{V© àXmZ H$s
OmVr&
`h àíZ A^r ^r ~Zm hwAm h¡ {H$ _moQ>a dmhZ ~r_m
ì`dgm` KmQo> H$m gm¡Xm `m| h¡ Am¡a Bg g§~Y§ _| {H$g Vah
Ho$ H$X_ CR>m`o OmZo H$s Amdí`H$Vm h¡& `h àíZ nyao
_m_bo H$m H|$Ð h¡& {ddoH$ Xo~am` H$s AÜ`jVm _| H$m`©aV
g_yh Ho$ EH$ [anmoQ©> H$s MMm© amoMH$ hmoJm& [anmoQ©> _| _moQ>a
dmhZ XwK©Q>Zm Xmdo {Xr Ho$ _m_bo na AÜ"Z {H$`m J`m
Wm& Bg_| XwK©Q>ZmJ«ñV dmhZ Ho$ _aå_V IM© H$s ~mV
em{_b h¡& [anmoQ©> _| {dñVma go {díbofU {H$`m J`m h¡,
{Og_| Xwn{h`m dmhZ, {Vn{h`m, Mm¡n{h`m, ~gm|, Q´>H$m|
Ho$ ~r_m _| ì`má ^«ï> J{V{d{Y`m| H$mo {dñVma go ~Vm`m
J`m h¡& [anmoQ>© _| AbJ-AbJ dmhZm| Ho$ _m_bo _| AbJAbJ Vah go ì`má ^«ï>mMma Ho$ _m_bo na MMm© H$s JB© h¡&
^«ï>mMma H$mo g_má H$aZo Ho$ {b`o Am{Ia ~r_m H§$n{Z`m|
Ûmam `m H$X_ CR>m`o Om aho h¢? `{X Bg àíZ na {dMma {H$`m
OmE Vmo V_m_ Cn^moº$mAm| H$s {eH$m`Vm| _| j{Vny{V© Z XoZo Ed§
Xmdo Ho$ {ZnQ>mao _| AZdaV Xoar H$s ~mV em{_b h¡&
{~Zm {H$gr A{Ve`mo{º$ Ho$ O~ _¢Zo gm_mÝ` ~r_m
{ZJ_ Ho$ ~moS>© Am°\µ $ JdZ©a Ho$ gXñ` Ho$ ê$n _| Cn`wº© $ _m_bo
na EH$ [anmoQ>© noe H$s Vmo Bg [anmoQ>© _| `h AmJ«h {H$`m J`m
{H$ BZ _m_bm| H$s grYr Om§M gm_mÝ` H§$n{Z`m| _| H$amB©
OmZr Mm{h`o, {Og_| `h XoIm OmZm Mm{h`o {H$ H§$n{Z`m| Zo
`m H$X_ CR>m`o h¢& ^«ï>mMma g_má H$aZo Ho$ {b`o `m {H$`m
Om gH$Vm h¡& gm_mÝ` OrdZ ~r_m H§$nZr Zo EH$ nam_e©XmVm
{Z`wº$ {H$`m Wm, V~ go AmO Xg df© ~mX VH$ h_ `h Zht
OmZVo {H$ Am{Ia AmJo `m {H$`m J`m&
(boIH$ ~r_m joÌ _| H$B© dfm] go H$m`©aV h¢& boIH$
Cn^moº$m {ejm Ed§ AZwg§YmZ H|$Ð, Ah_Xm~mX Ho$
Mo`a_¡Z (E_amBQ²>g) h¢&)
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IT in Insurance
M. Arunachalam

— The Indian Experience

Public Sector – Life Insurance
LIC of India has made policy
servicing systems operational all
over its branches. Its key
technological initiatives have
brought in sea changes in the recent
years. These include:
J The introduction of front-office
computerisation, progressively for
various modules of business
functions made the transaction
processing faster and easier. For
example, cash transactions are
quicker instead of long waits in
queues
and
inter-branch
transactions limited to premiums
are accepted. Revival and
quotations are generated faster.
Errors have been controlled
considerably. All the front office
modules (Cash, Revival, Claims,
SSS, New Business, Policy Issue,
Commission processing) have
noticeably helped, improving
customer service.
J Metro networking and wide area
networking has made transaction
flow countrywide; a policyholder
can make payment for his policy
in any office in the country. This
is particularly useful in
circumstances
where
a
policyholder has multiple policies
in different branches, which is
usually the case in a city or a
major town with more than one
branch.
J Internet premium collection
particularly for NRIs.
The following areas would
require technology advances
J Reduction in paper documents as
many registers are still printed
J Streamlining commission for
policies serviced in offices other
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than the home division of the
agent
J Automated action on policy
options such as removal of
accident benefits
J Client-centric premium renewal
or other notices – single
document for all policies together
held by a customer
J Control over policy docket
transfers (imaging could be a
solution to get over docket
misplacement)
J Standardisation of policy format
through electronic publishing

LIC is seriously pursuing
its efforts to provide a
single, personalised point
of interaction to the
customers, agents, and
employees.

J Additional payment methods
such as bank debits and credit
card
LIC is seriously pursuing its
efforts on portal to provide a single,
personalised point of interaction to
the customers, agents, and
employees. It benefits will include
payment gateway, requests to
service applications, easier upload of
data, management tool for the field,
and business information dashboard.
LIC is also implementing a massive
data warehouse to support corporate
initiatives
in
performance
management and the like.
Public Sector
– General
Insurance
“Computerisation in the Indian
general insurance industry has not

made
much
progress.
The
implementation… has been slow…
attributed in varying degrees to…
technical manpower shortage,
inadequacy of hardware, frequent
changes made in the software, and
lack of maintenance support from
hardware vendors.”
All the above handicaps no
longer apply. Until some years
back, transaction processing and
management
information
compilation were partly manual and
partly mechanised. In the recent
years, processes like proposal
capture, policy printing, generation
of renewal notices, receipts and
vouchers, and consolidation of
accounts have been computerised.
Policy transactions (front end
operation and back office functions)
have been shifted to computerised
systems.
New
India
Assurance
implemented a package application
four years back. It has relieved
manual operation to a good extent
and brought in transaction
efficiency in all operating offices.
The same package runs in two of
the other public sector companies
(viz. United India and National)
where the business processes and
product characteristics are almost
the same. Oriental Insurance has
decided upon a different software
choice, which is expected to be fully
operational by 2005. At present its
in-house application software meets
requirements.
It is understood that all these
companies are planning to network
their local databases.
Some
companies are contemplating
workflow management for selective
business transactions. While
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Oriental Insurance proposes to have
a central database connected to
all its operating offices, the other
three companies have branch
level databases, which will be
networked for data transfer. Both
these models have their merits
and demerits. In the former,
network traffic among others will
require special consideration and in
the latter, data is unconsolidated,
and analysis and reporting cannot
be performed without creating
a centralised repository. Will
they overcome these drawbacks
effectively, and if so how soon?
It is gathered that these areas in
the existing package application
need attention.
J It is not client based, but contract
based; will not allow view of all
policies of a client
J Reports are pre-defined; in the
changing market and dynamic
situation, executives at all levels
need reports, statistics and plenty
of information. Options are
available to generate ad hoc
reports but have not been
provided.
J For changes to products and
customisation of new products, a
lifecycle process and vendor
support are still needed, as
against the present trend that
any packaged software allows
easy customisation by the clientcompany
J All systems work in standalone
offices, as of now. Without a
complete network, crunching of
data for the company as a whole is
not possible. Data warehouse is a
must in an emerging situation and
this will require a consolidation of
data in a common repository for

the organisation as a whole for an
effective, complete management
information, actuarial analysis,
easy generation of statutory
reports, and so on.
It is gathered that the package
application will have an enterprise
version and that will take care of ad
hoc reports and consolidation of
information through network.
Currently the rates are set and
controlled by the Tariff Advisory
Committee (TAC) for many lines of
business in general insurance. When
the industry is heading towards

The first priority for
Indian insurers is a welldesigned and integrated
core operational system
particularly for policy and
claims administration.
detariffing, and when a large
number of products are introduced,
the system will require a powerful
rating engine.
In addition, the system should
provide client-centric features,
management information, and
decision support, built-in controls
including
fraud-detection
environment, and compliance with
regulatory norms, and at an
appropriate
stage
document
management solution etc.
The system has to address areas
like
prompt
accounting
of
reinsurance claims, statistical
analysis of risks, rates, and
experience. The requirements will
change as the broker distribution
grows in a big way. Similarly, there

will be greater need for interfacing
with the external world such as
business partners, surveyors and
adjusters,
reinsurers,
crime
bureaus, government agencies, and
the regulatory authority.
Public sector - reinsurance
GIC moving away from its ageold applications has embarked on
major technology initiatives that will
enable it to redefine the way it does
business with cedants and brokers.
The initiatives aim at keeping
business transactions homogeneous
and simple, and looking at process
efficiencies.
GIC as in the case of many
reinsurers is keen on: accumulation
and exposure control, Decision
Support Systems (‘What if’ analysis),
co-ordination of Treaty and
Facultative business to manage
accumulations and accessing
knowledge on reinsurance risks on
global basis. Reinsurers around the
world have achieved considerable
business benefits by aligning
business objectives with IT, which
has helped them to compete
effectively. The benefits of IT based
business processes would also help
in improved quotation process,
negotiation, binding of risk,
consistent underwriting, and reliable
data to support decision-making and
achieve straight-through processing
including web-enablement.
The only answer is an integrated,
high-end
processing
system.
Currently, GIC of India is seriously
pursuing its efforts in implementing
enterprise-wide solutions using SAP.
Private sector
More than twenty companies are
in operation. Either they have found
systems as with their foreign
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alliance
partners
across
Mainframes, AS/400, and Client/
Server (such as LIFE/Asia 400, Asia,
SOLCORP Ingenium, S3) or have
embarked on their own development
incrementally. Most of them have
centralised databases. Some of them
have web enabled facilities like online premium calculation and other
sophisticated features.
None of the systems as existing
abroad can easily fit into Indian
business conditions and most of these
systems if not built custom-specific
require massive customisation.
Environment, architecture and
functionality are different with each
insurer, and these are yet to be fully
stabilised. In-depth analysis is more
relevant in respect of private
insurers who are all in the initial
years until they break-even.
It is gathered that the private
insurers have evolved different
models for analysis such as strategic
operational business planning,
business and performance reviews,
capital projections and management,
product pricing and expenses
analysis and so on which
increasingly need IT. However, a
well-built management information
system, which will have data from
all operation and analysis, still
remains to be established. For
instance, to perform lapse analysis,
queries have to be written and data
extracted and put in spreadsheet for
analysis. Ideally MIS to a great
extent should be the byproduct of the
core operational system. Excel is
used widely as a tool for MIS
generation
though
various
analytical tools are available in the
market for actuarial, financial and
marketing analysis.
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Planning IT Strategy
“As insurance is an information
intensive business, … insurance
companies should improve their
technical proficiency by upgrading
their information support and by
developing
strong
R&D
departments…the growth in trade,
commerce, industry, and other
segments of the economy is throwing
up an increasing volume of data. The
insurance industry can usefully
handle the large mass of data needed
by it only if its information
management is supported by
information technology. This would

Successful organisations
around the world ensure
that their IT strategy and
implementation roadmap
are aligned to their overall
business vision.

require a measure of futuristic
planning with the help of in-house
as well as outside professionals,
going well beyond the present
limited applications of computers.
Managements… should accept
meaningful computerisation as a
total managerial responsibility and
adopt appropriate strategies for its
implementation
Computerisation is capital
intensive where obsolescence of
technology is rapid. The need for
careful long-term planning…with
due consideration to costs and
benefits cannot be overstated.”
The key management priorities will be
J Demonstrating business values
of information technology and
services

J Developing leadership in the
senior IT team
J Strengthening IT and business
linkage, and
J Making
oriented.

IT

more

service

Technology management has
to quickly learn what is important
by drawing on the best technical
people for advice and applying
judgment in an overall business
context with right technological
options. The decision to ‘Build or
Buy’ requires serious consideration,
which is a challenge.
The CIO (carrying different titles)
has emerged as an important
member of the company’s top
management. Such is his importance
that he is today required to sign the
annual statements in the US. The
CIO in advanced countries provides
needed information and insight to
organisational heads so as to achieve
the best use of technology. He brings
out his technology mission, strategy
and tactical measures, to align with
evolving business goals, and
constantly elicits opinion from all
stakeholders. The CIO coordinates all
technological aspects on ongoing
basis, advises on technological issues
that the board or CEO raise and acts
as an arbitrator in resolving any
internal technological management
issues. The CIO as a technological
visionary:
J Ensures that the corporate and
business
unit
strategies
incorporate critical technological
perspectives
J Gathers knowledge on current
and emerging technologies that
will impact the competitive
position of the company
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The Way Forward
Insurers have to focus on the
following imperatives and consider
various technological options
depending on the business and IT
strategies.
J Core System: The first priority for
Indian insurers is a well-designed
and integrated core operational
system particularly for policy and
claim administration, with these
characteristics: user-friendly,
efficient, consistently dependable,
flexible to add on new products,
easy to configure new features,
networked for data flow,
interfaced to an MIS repository
and external agencies, and built in
with complete controls. Today,
every insurer is looking at
augmenting or replacing the
system for tight integration,
component-based architecture,
high levels of automation and
security over data, Internet
enabling and ‘straight-throughprocessing’ plus the ability to
deliver rule-based intelligence all
the way back to the point of sale.
Though it is not easy to establish
all the desired criteria, they need
to be achieved to gain a
competitive edge.
J Client
Interface:
Equally
important is building of good
customer facing applications. One
important requisite will be to
have more thrust on client’s view
rather than contract view. CRM
tool is one option for achieving
unified view of a customer. The
interfaces will include agents,
brokers, reinsurers, banks, and
adjusters all of which enhances
operational experience of the
customers. On the distribution
side, new channels will open up,

distributors will become Internet
savvy and will be empowered
to conduct more real time
transactions with access to
related products and services.
J MIS: The core operational
system should automatically
provide the data needed for
reporting,
analysis
and
intelligence. It should help
companies spot the exceptional
trends, such as high expense
ratio, heavy lapses, adverse loss
experience and instances of
fraudulent claims.

The importance of
integrating people with
technology needs no
emphasis. Even the best
systems will fail if they are
not synchronised with
company structure and
staff expectations from
technology.

J Industry Collaboration: An
important requirement will be
a common database that will
serve as information pool to
which individual insurers will
supply data and request
information. Examples of such
information providers in US are:
Choice Point (for claims
information), Insurance Services
Office (for a variety of services
like common policy formats),
Department of Motor Vehicles
(for motor vehicle reports),
Medical Information Bureau (for
health information), Intellisys
(for tele-interviews) and so on.

The US has developed a common
database
that
contains
information on approximately 3.3
million insurance agents.
In India, TAC is reported to be
building a database for declined lives.
An industry-wide, concerted effort is
needed to stamp out insurance
fraud. When multiple insurers now
operate in India, information has to
flow in and out to such industry-wide
databases. Further, the criticality of
statistics like mortality, morbidity,
and experience, and lapse analysis
for the entire insurance industry
needs no special mention. IT systems
should
have
strong foundation to provide for such
eventual requirements.
Finally, the importance of
integrating people with technology
needs no emphasis. Even the best
systems will fail if they are
not synchronised with company
structure and staff expectations from
technology.
Successful organisations around
the world ensure that their IT
strategy and their implementation
roadmap are aligned to their overall
business vision. IT strategies can
succeed only with the top
management commitment, key
stakeholders’ participation and
CIO’s vision.
Concluded

The author is Advisor, Insurance, HCL
Technologies Ltd. The views expressed
here are his own.
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Report Card:GENERAL
Growth drops to 12 % in July
G. V. Rao
Performance in July 2004
The growth rate and the quantum of
accretion in the month of July 2004 have
both dropped from what was achieved
in June 2004. While it was an accretion
of Rs. 194 crore (16.5 per cent growth) in
June 2004, it is only Rs. 156 crore (11.7
per cent growth) in July 2004. The new
players had recorded Rs. 88 crore (58
per cent growth) in June have yet again
recorded a healthy increase of Rs. 97
crore (58 per cent), contributing their
significant part to the industry’s
performance in July.
A growth rate of 11.7 per cent for July
2004 is lower when compared to the

recorded growth rate of 13.75 per cent,
as at the end of June 2004.
Established companies
What has been the reason for the
overall lowered performance of the
market? The established players have
recorded only Rs. 58 crore (five per cent
growth—without ECGC it is 4.4 per
cent) in July compared to their
performance in June of Rs. 93 crore (9.4
per cent). United India in July has lost
a premium of Rs. 41 crore (-13.7 per
cent) and this has pulled down this
sector’s overall performance. This
shortfall has been made up by
Oriental’s growth rate of 10 per cent and

that of National Insurance of 14.7 per
cent, a relatively subdued performance
by the latter compared to its
spectacular earlier growth rates.
With National Insurance showing
a lower growth rate and the United
India actually decelerating has thrown
up new concerns about the performance
of the group as a whole.
New companies
Among the new non-life insurance
companies, a pattern seems to be
emerging with ICICI Lombard, with an
accretion of Rs. 36 crore (116 per cent)
in July continuing its pronounced
aggressive march, widening its lead

GROSS DIRECT PREMIUM (within India) JULY, 2004
(Rs.in lakhs)

INSURER

PREMIUM 2004-05
FOR
UPTO
JULY 04
JULY 04

PREMIUM 2003-04
FOR
UPTO
JULY 03
JULY 03

MARKET SHARE
UPTO JULY, 2004

GROWTH %
YEAR ON
YEAR

Royal Sundaram*

2,603.35

10,724.00

1,800.14

8,849.00

1.68

21.19

Tata AIG*

4,098.99

17,720.06

2,401.07

13,821.69

2.78

28.20

994.18

6,229.73

1,605.50

6,834.01

0.98

-8.84

IFFCO-Tokio

3,534.24

17,243.98

2,417.16

12,891.28

2.71

33.76

ICICI lombard

6,682.74

28,731.12

3,142.48

15,757.90

4.51

82.33

Bajaj Allianz

5,567.94

26,599.16

4,183.56

16,088.31

4.17

65.33

HDFC

1,535.03

5,319.38

746.26

1,938.95

0.83

174.34

Cholamandalam

1,527.57

6,154.74

615.66

3,031.41

0.97

103.03

New India*

31,441.00

1,40,488.00

29,867.00

1,35,575.00

22.05

3.62

National*

32,985.00

1,39,112.00

27,875.00

1,11,216.00

21.83

25.08

United India*

25,731.00

1,11,533.00

29,834.00

1,15,244.00

17.50

-3.22

Oriental*

27,427.34

1,11,334.97

24,929.41

1,05,790.62

17.47

5.24

4,537.68

16,059.82

3,745.79

13,195.12

2.52

21.71

1,48,666.06

6,37,249.96

1,33,163.03

5,60,233.29

100.00

13.75

Reliance General

ECGC
TOTAL

* Data revised by the respective insurers for the corresponding month of the previous year.
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further by another Rs. 12 crore over its
nearest competitor Bajaj Allianz, which
recorded an accretion of Rs. 24 crores.
Tata AIG and Iffco-Tokio seem to be in
one league with accretions of Rs. 17 and
Rs. 11 crore respectively. The new
players seem to be on a consistent course
of not only showing high growth rates
each month – which can be attributed to
the relatively low base - but adding to
the performance accretions of the
market in quantum as well.
The ECGC has maintained its
growth rate of 20 per cent.
Performance up to July 200
The quantum accretion of the
industry at the end of July 2004 is
Rs. 770 crore (13.75 per cent growth).
The new companies’ contribution to
this quantum is Rs. 394 crore
(50 per cent growth) and that of the
established companies Rs. 376 crore
(7.8 per cent growth). The growth rate at
the end of June was 14 per cent and it
has dropped slightly at the end of July
to 13.75 per cent.
Among the new players, ICICI
Lombard has completed a business of
Rs. 287 crore up to July recording a
quantum accretion of Rs. 130 crores,
ranking next only to National Insurance
that has recorded an accretion of Rs. 280

Premium July 2004
18,00,000
16,00,000
14,00,000
12,00,000

"'
-"'

.c

10,00,000
.!!l
.£:
ui 8,00,000
0::
6,00,000
4,00,000
2,00,000

April

May

June

■ 2003-04

Conclusion
What would ultimately lift the
growth rate of the industry will largely
depend upon how well the established
players perform in the future. With

Total

Note: I. Total for 2003-04 is for 11 month period.
1. Total for 2004-05 is up to the month of July, 2004.

■ 2004-05

crores, followed by Bajaj Allianz with
Rs. 104 crores. United India that had
an accretion of Rs. six crore at the end
June has dropped its premium by Rs.
37 crore at the end of July 2004; the only
other insurer that has dropped in
premium quantum premium is Reliance
General.

July

National Insurance’s growth rate
decelerating in July from the earlier
unprecedented levels and with UIIC
dropping premium income rather
significantly in July, the signals
emanating for the market are certainly
disturbing. One should hope that these
are exceptional happenings restricted to
the month of July and not necessarily
what will emerge as future trends.
The author is retired CMD, Oriental
Insurance Company.
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The Balancing Act …..continues….
P. S. Prabhakar

(Continued from IRDA Journal,
June 2004)
While on Current Assets, a cursory
mention needs to be made on ‘the most
current and the most liquid’ item of a
balance sheet, which is ‘Cash in hand and
banks.’ Any reader of the financials
generally believes what he superficially
sees under this item to be true. However,
this may not necessarily be so.
This item is largely influenced by the
bank reconciliations at the end of the
accounting period. The balances that
appear are those as per the books of
accounts and not as per the bank
statements.
A
statement
of
reconciliation of balances between the
bank statements and the books will
always be prepared at the end of the
accounting period. And this may contain
surprises. There may be scores of items
in the said reconciliation under the subheading ‘Cheques deposited but not
cleared’ and the chronology may extend
to the maximum permitted six months.
(Older items are normally in an account
called ‘Stale Cheques account’ and
grouped inconspicuously under Sundry
Debtors or some such account to finally
form part of Current Assets.)
In all such cases, (of the cheques lying
uncollected by the bankers, for whatever
reasons), the premium income would
have been accounted and agency
commissions been paid, Sec.64VB
compliances would have been certified
and perhaps even claims settled! If
probed, most of these could be just
simple lapses in follow up but in some
cases, it could even be deliberate
attempts to ‘accommodate.’
In the only industry where credit
selling is statutorily barred, these lapses
are more than just aberrations. Bank
Reconciliations made routinely are not
supposed to be simple academic exercises
but are to be used for probing and
following up many items that are
between the cup (what is available as
per the books) and the lip (what is
available as per the bank records).
Though it may not be entirely
appropriate to expect the insurance
companies to include such reconciliations
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in the financials, it will perhaps be in
order for them to make relevant
disclosures in the Notes section at least.
There could also be instances of
funds that are in the pipeline of the
banking channels, where the amounts
that have been transferred from one
office but are yet to reach the other office
of the same company as on the date of
the closing of accounts. These are called
‘Remittances in transit’ and are always
grouped in ‘Cash & Bank balances,’
which, normally will get cleared in a few
days time, soon after the new accounting
year begins.
However, only very rarely a situation
like what happened in a nationalised
company for the year ending March 31,
2003, where the statutory auditors had
observed that no details were available
(on the date of signing the balance sheet,

In the only industry
where credit selling is
statutorily barred, these
lapses are more than just
aberrations.

which was a comfortable four months
away from the date on which the
company closed the accounts) an amount
of Rs.400 lakhs shown as ‘Remittance
in transit.’ That this was a very serious
irregularity mentioned in a matter-offact manner, one which did not even elicit
a comment from the CAG auditors or
any explanation from the management
is, of course, an entirely different matter!
Investments
One of the most significant items
appearing in the Balance Sheet is
‘Investments’ and it is indeed very
interesting to note how the various
components of Investments are
represented in Balance Sheets. Most
unarguably, an insurance company’s
major activity is to keep invested its
surplus funds at all times and ensure
that the returns of such investments are
maximised to the extent possible.

(Especially, in the recent past, it is only
the investment income that is
sustaining many an insurance company,
with the mainstay occupation viz.,
insurance, becoming a losing
proposition.)
An
insurance
company’s
investments are made in different
forms such as real estate, government
securities, treasury bills, mutual funds,
loans to industrial undertakings and
very importantly in the capital markets
too. The spread normally helps to
balance the portfolio between safety,
liquidity and returns. (To ensure a
judicious spread, there have always
been statute-regulated parameters,
both in the pre and post-IRDA days.)
In the pre-IRDA scenario,
investments were mostly carried at
cost in the Balance Sheet without
factoring in any possible impairment
loss. Only in some extreme situations
(like investments in equity of companies
which are sustaining losses for three
continuous years and whose capital has
got impaired or of those companies
whose audited accounts not made
available etc.), writing down of the
values used to be resorted to. Of course,
the financials would include a
statement mentioning the market
values as on the date of balance sheet,
more as a disclosure.
However, the post-IRDA scenario
saw a sweeping change in the
representation of investment values
in the Balance Sheet. The Regulations
on Financial Reporting made distinct
canons in respect of determination
of values of different class of
investments such as (a) real estate, (b)
debt securities, (c) listed securities
traded in active markets and (d)
unlisted securities and those other
than actively traded.
In case of real estate, the historical
cost method factored by depreciation
and impairment loss, if any will
be reckoned. However, the regulations
also require the disclosure of the
fair value and the basis of its
determination.

KEEEPING COUNT

Debt
securities
(including
government securities and redeemable
preference shares) are valued on the
assumption of ‘holding them to maturity’
and hence carried at historical cost.
Before dwelling on the more
interesting third category, let us see how
the fourth category, which comprises
unlisted securities and derivatives and
the listed of those but not traded
‘actively’ is dealt with. Basically these
are also carried at historical cost, with
provision being made for possible
diminution in values. The regulations
also permit reversing of such provisions
in subsequent periods if circumstances
justify, subject of course, to the limits of
the historical costs.
The listed securities and derivatives,
the regulations say, are to be measured
at ‘fair value’ on the date of the balance
sheet. This is where we see a huge
departure from traditional reporting
methods. The ‘fair value’ of a security
should be its lowest of the last quoted
closing price taking into account prices
at all the stock exchanges where the
security is listed. This, in effect means
that the valuation of the listed securities
for the purpose of representing in the
Balance Sheet will follow the fortunes
of the stock markets.
However, the resultant effect of the
changes (unrealised gains or losses)
between two balance sheet dates, is
taken as ‘Fair Value Change Account’
and grouped under the Equity of the
company. In the interests of prudence,
the regulations provide that while the
favorable balance in this account shall
not be available for distribution as
dividends, any unfavourable balance
shall have to be reduced from profits /
free reserves of the company while
declaring dividends.
Only when disinvestments are
actually made will the profits on such
disinvestments which shall include the
accumulated changes in the fair value
previously recognised, be accounted as
revenue in the Profit & Loss account. Till
then, the adjustments in the valuation
of securities on the basis of the Fair

Value will be ‘within the Balance Sheet.’
A discerning reader of an insurance
company’s balance sheet will have to
carefully analyse the investment
portfolio, study the accompanying
schedules (8 and 9), especially with
reference to the previous year’s figures
and also look at that part of the Cash
Flow Statement that deals with
‘Investing Activities’ to find out how the
companies have been performing in this
crucial area of investments, what kind of
securities are being disinvested, how
much ‘provisioning’ is done for
impairments, whether the ‘Notes on
Accounts’ carry adequate disclosures on
value diminutions or sub-standard
assets and how prudently the investment
activity has been carried out.

IRDA, as the regulator as
well as the custodian of
the policyholders’ funds,
will be very concerned
with the way the
companies follow the
regulations not only in
making the investments
but also in the adequate
reporting in the financial
statements.
IRDA, as the regulator as well as the
custodian of the policyholders’ funds,
will be very concerned with the way the
companies follow the IRDA’s
regulations not only in making the
investments but also in the adequate
reporting in the financial statements.
This is because, behind the façade of the
seemingly water-tight regulations,
insurance companies can still be smart
enough to master ‘work-around’
solutions to ensure they eat the cake and
show that they have it too.
Policyholders’ Funds
Though it is gratifying to note that
the IRDA’s regulations on Financial
Reporting have, for the first time, given

a sort of statutory recognition to the
distinction between Policyholders’
Funds and Shareholders’ Funds, it is
indeed perplexing that the format of the
Balance Sheet recognises it anything but
appropriately. It is common knowledge
that the Policyholders’ Funds comprise
Technical Reserves (Unexpired Risks
Reserves of fire, marine and
miscellaneous portfolios) and the
amounts provided as ‘Estimated
liability for Outstanding Claims in the
aforesaid departments.’ For one, the
format is designed in a casual manner
by including the technical reserves in
‘Provisions’ along with other provisions
like ‘Provision for Taxation,’ ‘Provision
for Outstanding Expenses,’ ‘Provision for
Dividend’ etc.
Secondly, the other important
component of the ‘Estimated Liability
for outstanding claims’ forms part of
‘Current Liabilities,’ where it keeps
company with hazy items like Agents’
Balances, Inter-office Adjustments and
Balances due to other insurers.
In the humble opinion of the author,
it is indeed a pathological error to
include both the ‘Unexpired Risks
Reserves’ and ‘Outstanding Claims,’
together forming part of ‘Policyholders
Funds” as negative items in ‘Application
of Funds’ in the Balance Sheet. They
should have found a separate
respectable place in the ‘Sources of
Funds,’ which, indeed, they are. IRDA,
in its next revision of the regulations
should most definitely consider setting
this anomaly right.
With this, the discussion on the major
aspects of the Balance Sheet of a general
insurance company that need a closer
look comes to an end. In the next couple
of tranches, let us have a look at the
auditors’ reporting requirements and
also specific issues from the published
financials of the insurance companies.
The author, who used to work with the
nationalised general insurance industry,
is a practicing Chartered Accountant.
In this series he discusses the process of
analysing the balance sheet of a general
insurance company.
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RBI PLANS TO RECAP DICGC
Faced with runs in various banks, the Reserve
Bank of India (RBI) is reportedly considering options
of carrying out a quick fund infusion in the Deposit
Insurance and Credit Guarantee Corporation of India
(DICGC), whose coffers have been depleted by payouts
to depositors of failed co-operative banks. DICGC is
an RBI subsidiary which insures deposits of all banks
up to Rs One lakh per account.
Since amending the law for fund infusion to the
corporation could take some time, the central bank is
internally discussing a proposal with the Government,
seeking an executive order to recapitalise the
Corporation. After repaying depositors of several cooperative banks that failed, DICGC’s deposit
insurance funds have shrunk to less than
Rs. 700 crore.
After peaking to Rs 2,754 crore in 1998-99,
DICGC’s insurance fund has steadily declined due to
the successive failures of co-operative banks. The
Corporation raises resources for providing this cover
through a mandatory deposit insurance premium
collected from all banks. At present, the premium is
five paise for every Rs 100 that is insured. The
premium enables the Corporation to raise around 0.05
per cent of the assessed deposits of the banking
system. DICGC remains a credit insurer only in name,
as this part of its business is now defunct.
Since the deposit insurance premium is not enough
to generate a surplus, RBI is of the opinion that

recapitalisation is necessary until such time that
premium rates are increased for weak banks. But the
problem is that DICGC — a subsidiary of RBI — is a
creation of statute, which has fixed the Corporation’s
capital at Rs Fifty crore. This means the RBI cannot
independently increase the net worth of DICGC by
infusing additional funds.
In 1999, RBI had set up a committee to review
the position of deposit insurance in India. One of the
main recommendations of the committee was to
increase the deposit insurance fund of DICGC to two
per cent of insured bank deposits.
Last year, when the total deposits stood at Rs
12,13,163 crore, the insured deposits amounted to
Rs 8,28,885 crore. This level of deposits will require
an insurance fund of Rs 16,000 crore, going by the
RBI proposal of having a fund size of two per cent of
insured deposits. The requirement will have gone up
further, considering that bank deposits have swelled
to Rs 15,81,288 crore.
Another proposal of the committee was that the
corporation should move away from charging a flat
rate to a system where the premium would go up for
weaker banks. The strength of a bank was to be
determined by the extent of its capital adequacy ratio.
The higher the capital, the lower was to be the
premium. The committee also wanted that DICGC
should be given the right to reject insurance cover for
weak banks.

FOR SMALL BUSINESSES AGAINST DISASTERS
The Gujarat-based Disaster
Mitigation Institute (DMI) has
announced a new insurance
scheme for small businesses
to protect them from disasters
like floods and earthquake, it
is reported.
Named ‘Afat Vimo’ or disaster
insurance, the scheme has been
launched as a risk transfer product
by the institute set up in early
1990s. The self-financing scheme
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will cover 1,000 victims of disaster
in the initial stage.
“Risk transfer initiative is about
identifying a vulnerable community,
pooling its risks and transferring it
to those who are not vulnerable to
the same risks and can absorb them,”
said the institute’s director Mr.
Mihir. R. Bhatt is reported saying.
“The scheme is aimed at insuring
poor and small businessmen against
loss of work, life, shelter and other

damages,” Mr. Bhatt said, adding
that India loses up to two percent
of its gross domestic product and
12 per cent of its revenues each
year to natural disasters.
“The Calamity Relief Fund of
the Indian Government spends
Rs.12 billion each year towards
relief to the victims of disasters,
but the idea of insurance
against
disasters
is
not
common,” he said.

NEWS BRIEFS

‘Don’t merge PSU general insurers’
Consultant AF Ferguson may oppose the view that the four stateowned insurance giants should be merged, it is reported. Ferguson’s
forthcoming report, expected by the end of the month, will thus oppose
the merger idea put forward by Parliament’s standing committee on
finance.
The report, it is said, will instead focus on internal restructuring of
these companies.
In its report last year, the standing committee had suggested the
merger of the four state-owned general insurance companies, United
India, Oriental Insurance, New India Assurance and National Insurance.
The report would also form the basis for undertaking wage revisions.
Promotions have been stalled despite an eight per cent drop in workforce
due to voluntary retirements.
The finance ministry had appointed AF Ferguson in May to prepare
a report on the four PSUs.

LAW SOON TO REGULATE CLINICAL ESTABLISHMENTS
The Health Ministry is planning to come up with a legislation that
will certify and set standards for clinical establishments, it is reported.
Senior officials in the Ministry have been quoted saying that a new
Bill called the Clinical Establishment Regulations Act is in the offing.
The Bill will have provisions for registration of hospitals, clinics and
diagnostic centres. It will ensure standardisation of procedures and also
push for accreditation of healthcare centres. A certifying authority could
also be set up under the new law.
The Health Minister, Dr. A. Ramadoss has also made it clear that
the accreditation and standardisation of such institutions is top of the
agenda. “Unless there is uniformity in standards and a comparable price
structure among healthcare centres offering similar services, neither
will health tourism nor insurance take off. Hence, the need for a
legislation,” said the Ministry officials.

LIC SET TO ENTER
FIVE NEW COUNTRIES
Life Insurance Corporation of
India (LIC), which has targeted
five per cent of its premium
income from overseas operations,
is set to enter five new countries,
it is reported.
“We plan to enter countries
such as Maldives, Botswana,
Seychelles, Madagascar, Trinidad
and Tobago Islands,” Mr. R N
Bharadwaj, Managing Director,
LIC is reported saying.
“We have already set up
operations in Mauritius and would
initially service and acquire
clients in Botswana, Seychelles,
Madagascar and Maldives through
our Mauritius office. If we are able
to capture enough business in
these two countries, we would go
for joint venture operations in all
these countries where we intend
to be large players,” he said.
“Initially we would appoint
brokers and agents to cater to
clients in these areas,” he said.
Talking about Trinidad and
Tobago Island operations, Mr.
Bharadwaj said it would be
services and catered from the Fiji
office which LIC had opened
sometime back.

Meanwhile, the Confederation of Indian Industry’s (CII) National
Committee on Healthcare, in its last meeting, has also said that hospital
accreditation should very quickly become a reality. India has the potential
to attract one million tourists per annum, which could contribute as
much as $ five billion to the economy, said the chamber.

LIC was also considering a
sizable stake of the European
market from the London office.
“We have started operations in the
UK sometime back and would like
to cater to European countries
from there,” he said.

However, healthcare industry analysts are reported saying that
hospitals are not willing to open up their books for scrutiny by external
agencies. “There is a reluctance among hospitals to show their financial
accounts or even permit hospital visits. Unless they do so, it will be
difficult to rate these institutions,” said analysts.

The same formula for opening
up of companies in these countries
would apply, depending on the
volume of business LIC manages
to do.
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BRITISH SUR
VEY FINDS INDIAN C
ALL CENTRES S
ATISF
ACTOR
Y
SURVEY
CALL
SA
TISFA
CTORY
Reporters of a British newspaper
conducted a survey on the performance of
insurance major Norwich Union’s call centres
in India and found them not only to be
satisfactory but also cost-effective.
The snapshot survey was done by
reporters of the Eastern Daily Press, and
involved calling up numbers of the Norwich
Union and its main competitor Churchill, a
part of the Royal Bank of Scotland group.
Norwich had sparked controversy when
it transferred thousands of Britain’s jobs to
new call centres in Bangalore and New Delhi.
Customers said Indian staff were hard to
understand and did not have enough knowledge
of the UK motor industry.
In letters to the newspaper, customers
had complained of being left hanging on the
phone, of impenetrable accents and having
trouble with straightforward queries.

For its part, Norwich said the performance of
its Indian operations has been as good as its
British sites.

Indian call centre staff seemed eager to please
by offering cut-price rates and free products
thrown in.

For the survey, the newspaper’s team of
reporters dialled NU Direct to get a car insurance
quote, followed by another to either Churchill which has all its call centres in Britain - or a
similar insurance provider.

The reporters found that young graduates,
keen to sell large numbers of policies to new
and existing customers, mainly staffed
Norwich’s Indian call centres.

Some calls were directed to Norwich’s call centre
staff in India and others to Glasgow or Liverpool.
All the reporters succeeded in getting quotes
without much trouble, although the costs
sometimes varied wildly - in one case from £555
to £1,068 for the same level of cover.
The consensus was that calls to Norwich’s
Indian centres could take a long time, with
several misunderstandings over language and
accents proving hard to decipher at times, but
information did come by.

NU customer service director Simon
Machell said the company had not seen a
noticeable rise in complaints since the Indian
call centres came on line.
“As our Indian workers are getting more
experienced, they are getting better at
handling the calls, although we do not let
them on the phones unless they can have an
acceptable conversation with the customer.
We’re very happy with how the Indian centres
are performing.”

Best Upgrades Lloyd’s Rating to ‘‘A
A’
A.M. Best Co. announced that it has upgraded
Lloyd’s financial strength rating to “A” (Excellent) from
“A-” (Excellent), and has assigned an issuer credit rating
of “a” with a stable outlook.

Over this period, as part of Lloyd’s underwriting cycle
management strategy, underwriting capacity will most
likely be reduced if market conditions continue to
deteriorate.”

Lloyd’s management welcomed the decision as
underscoring the financial strength of the London
market. In the wake of the decision Best also took a
number of rating actions on individual Lloyd’s
syndicates.

The rating agency added that it anticipates that
“other sources of finance will be used to enhance central
capital addition to members’ contributions (currently
charged at 1.25 percent of capacity and paid into the
Central Fund).”

“The rating reflects Lloyd’s improving prospective
capitalisation, strong operating performance, its global
reach and improvements in risk management,” said Best.
The report noted, however, that a “partially offsetting
factor is Lloyd’s exposure to long-term uncertainty
relating to the adequacy of Equitas’ reserves. But Best
said it thought it unlikely that this would adversely affect
Lloyd’s in the near term.

It also indicated that the rating “reflects A.M. Best’s
expectation that growth of the Central Fund is unlikely
to be materially affected by reserving issues relating to
U.S. casualty business written between 1997 and 2001.
In addition, Funds at Lloyd’s requirements for members
are likely to increase as a result of likely upward pressure
arising from application of the risk-based approach to
capital developed by the U.K. Financial Services
Authority (FSA).”

Best said it “believes the absolute level of central
solvency capital (including the net assets of the
Corporation of Lloyd’s, the Central Fund and the
callable layer) is likely to be increased to approximately
GBP 2 billion (USD 3.7 billion) between 2004 and 2008.
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Best cited Lloyd’s strong operating performance,
noting that it “believes that Lloyd’s loss ratio
development (including paid and outstanding claims)
supports pure year results for the open 2002 and 2003

years of account above Lloyd’s current estimates of GBP
1,670 million (USD 3,053 million) and GBP 1,780
million (USD 3,254 million).”
For 2004 Best said it “expects substantial earned
premium derived from the 2003 underwriting year and
continuing good market conditions for Lloyd’s specialist
classes to support a combined ratio close to the 2003
level of 89.2 percent and a profit before tax of
approximately GBP 1.9 billion (USD 3.5 billion)
(subject to catastrophe experience in the second half of
the year).” It also “believes a combined ratio below 95
percent is likely to be achieved in 2005, despite some
deterioration in loss ratios as rates reduce in a softening
market.”
In conclusion Best said it “believes that Lloyd’s
now has a clearer focus on its downside with detailed
performance analysis; increased sophistication in
capital modeling; a clear strategy for claims and
reinsurance recoveries; management of open years and
syndicate run-offs, all contributing to an enhanced risk
management environment.”

NEWS BRIEFS

TA
TA TO DEVELOP ISLAMIC
TAT
INSURANCE SOLUTION IN MALAYSIA

J.D. POWER STUDY:
SATISFACTION HIGH FOR AUTO INSURANCE CONSUMERS USING THE INTERNET

TATA Consultancy Services (TCS) said it
has been awarded a project worth RM$8.7mil
to build and develop a comprehensive Islamic
insurance solution, called Takaful Integrated
System, for Syarikat Takaful Malaysia Bhd.

A small but growing group of customers are
turning to the Internet rather than phone calls
or office visits to communicate with their auto
insurance provider, according to J.D. Power and
Associates’ 2004 National Auto Insurance Study.

Under the terms of the contract, the two
companies will work together to develop and
bring the system to Takaful Malaysia’s
subsidiaries, branches and associates in South
Asia and the Middle East, as well as other
takaful operators in the Islamic insurance
business.

While only seven per cent of consumers are
using the Internet to check on or update their
auto insurance policies, their satisfaction is
higher than those who use an automated phone
system. In addition, their satisfaction is only
slightly lower than those who talk directly with
their insurance agent or representative.

The new system is expected to be fully
operational by mid-2005, TCS said in a
statement.

“The Web represents a highly efficient
communication channel,” said Mr. Jeremy Bowler,
director of the insurance practice at J.D. Power
and Associates. “It’s surprising that very few
carriers appear to be successfully promoting its
use for servicing customers.”

The Takaful Integrated System will be
built on a J2EE (Java 2 Platform, Enterprise
Edition) architecture and will automate
Takaful Malaysia’s business processes, such
as policy administration and claims processing.
Takaful Malaysia is the first operator to
offer takaful businesses in Malaysia and was
established from recommendations given by
the Malaysian Government’s Special Task
Force on the “Study for the Establishment of
an Islamic Insurance Company (Takaful).”

The study also finds that younger car insurance
buyers are fueling the expansion of Internet
insurance shopping. Forty-two percent of shoppers
under 30 used the Internet to shop for auto
insurance, compared to 29 percent of all shoppers.
“Insurance providers that are looking to
attract new, young buyers, have to better

integrate the Internet communications channel,”
said Bowler.
New for 2004, the customer satisfaction index
reveals that the customer experience is driven by
five factors: interaction with the provider; billing;
policy offerings and initiation; cost; and claims.
However, while only a fraction of consumers filed
a recent claim, those who have tend to be
significantly more satisfied with their carriers than
those who have not filed a claim.
“The claims experience is the moment of truth
that drives a customer’s overall impression of their
insurer, as well as their loyalty,” said Bowler.
Overall customer intent to renew their policy
with their current carrier is at a four-year high
and the likelihood to refer their provider to others
has recovered to a level last seen in the 2001
study. Despite these high loyalty rates, nearly onethird of consumers, many spurred by a rate increase,
report that they have shopped for a new provider
in the past year. More than one-half of those who
shopped went on to switch their provider.
The 2004 National Auto Insurance Study is
based on 13,944 responses from auto insurance
policyholders.

IMF URGES PAKIST
AN TO IMPRO
VE INSURANCE SECTOR
PAKISTAN
IMPROVE
The International Monetary Fund (IMF)
has reportedly asked the Government of
Pakistan to clearly demarcate responsibilities
of the ministry of commerce and the Securities
Exchange Commission of Pakistan (SECP) for
effective regulation of the insurance sector in
the country.
“The IMF has suggested that the regulatory
and supervisory responsibility for insurance
should lie with the SECP and that oversight
relating to ownership and governance of the
public sector insurers should rest with
commerce ministry,” an official source was
quoted saying in the Daily Times.
The IMF has suggested to the government
that future of the three public sector insurers

also needs to be reviewed. “The IMF is of the
view that there appears little benefit in
maintaining the government monopoly of National
Insurance Company (NIC) and the authorities
should consider developing an exit strategy,” the
official said.
The IMF has suggested that it is also highly
desirable that the government limit its exposure
to contingent risks entailed by Pakistan
Reinsurance Company Limited (PRCL), possibly
by finding a private sector partner.
“However, the IMF has suggested that given
its (government) central role of the State Life
Insurance Company (SLIC) in mobilising funds
for long-term investment, some form of armslength ownership that does not distort the

contractual savings market would be
justifiable.”
The official said that the IMF is of the view
that the insurance sector in Pakistan is highly
underdeveloped. Insurance premiums per capita
of $1.0 for life and $1.7 for non-life in Pakistan is
extremely low if compared with $11.3 and $3.0
for India and $5.2 and $6.6 for Indonesia.
The Fund management has observed that
the Insurance Ordinance 2000 has introduced
a number of laudable reforms, but has also
omitted a number of elements that are key to a
modern risk-based supervisory regime. The
latter include limited prompt corrective action
power, lack of onsite supervision capacity and
in-house specialist skills.
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REGULATORS DO HOMEWORK
The Annual Seminar on Regulatory issues for senior officers of insurance regulatory
agencies was held in Delhi on July 15 and 16. It was organised by the Institute of
Insurance and Risk Management (IIRAM), IRDA, United Nations Conference on
Trade and Development (UNCTAD), National Association of Insurance
Commissioners (NAIC) and the International Association of Insurance Supervisors
(IAIS). Officials from insurance regulators' offices in over 20 countries participated.

L to R: M.r C. S. Rao, Chairman, IRDA, Mr. Nigel Easton, UNCTAD and Mr. Yoshihiro
Kawai, Director General, International Association of Insurance Supervisors (IAIS).

BROKERS MEET
The first meeting of the members of the Insurance Brokers' Association of India
(IBAI) was held in Hyderabad on July 31. A one day seminar on "Insurance Brokers:
A Way Ahead" was conducted.

L to R: Mr. C. S. Rao, Chairman, IRDA is welcomed with a bouquet by Mr. Bharat
J. Boda, President, IBAI.
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Looking ahead 10 years, I firmly believe that
the most successful, least crisis-prone
businesses will be those whose boards have
shown firm resolve and taken decisive action.
Effective, integrated strategies for dealing
with tomorrows risks require a change in
culture at board level now.

Lord Peter Levene, Chairman, Lloyd's of London

We had security analysts at all the Athens
ports six to seven months ahead of time going
through security issues ad infinitum. They
came up with hundreds of recommendations
because there basically wasn't any security
before they arrived.

An underwriter commenting on the insurance cover
for Athens Olympics which has broken the record
with over $ 1 billion worth insurance coverage.

”

The Web represents a highly efficient
communication channel. It's surprising that very
few carriers appear to be successfully promoting its
use for servicing customers. Insurance providers that
are looking to attract new, young buyers, have to
better integrate the Internet communications channel.

Mr. Jeremy Bowler, Director, Insurance Practice, J.D. Power
and Associates about a US study showing that younger
car insurance buyers are fueling the expansion of
Internet insurance shopping.

A number of coverage gaps are widening as
risk is shifting to individuals... Further, it will only
increase as many nations struggle with the high cost
of aging populations...Traditional products sold via
traditional agent channels have become too
expensive for the mass market.

Mr. Mike Kostoff, Executive Director, Corporate Executive
Board's financial services practice on a study on the
profitability of mass insurance markets.

Since, its a sunrise industry, a lot of people
just want to join the race, but cannot retain
the enthusiasm till the end of a year.

Mr. Shivaji Dam, Managing Director, Kotak Life
Insurance on the high attrition rates in the industry
reported to be between 14 and 38 per cent.

...the growth in the health insurance
sector has been extremely unsatisfactory.

Mr. T. K. Banerjee, Member (Life), IRDA

RNI No: APBIL/2002/9589

Events
4 - 8 September 2004
Venue: Monaco
Monte Carlo Rendezvous
6 - 11 September 2004
Venue: Pune
Data Warehousing and Data Mining by National Insurance Academy (NIA)
13 - 18 September 2004
Venue: Pune
Insurance Management of Infrastructure Projects by NIA
13 - 18 September 2004
Venue: Pune
Research Methodology and Market Research by NIA
13 - 14 September 2004
Venue: Pune
C.D.Deshmukh Seminar on Agenda for Growth of Insurance Industry by NIA
11 October 2004
Venue: Mumbai
Seminar on Directors' & Officers' Liability: Trends, Risk and
Insurance in a Changing Landscape organised by Institute of
Insurance and Risk Management, Hyderabad.
18 - 19 October 2004
Venue: Agra
Third International Symposium on New Technologies for Urban
Safety of Mega Cities in Asia organised by Indian Institute of
Technology (IIT), Kanpur, and International Center for Urban
Safety Engineering, Institute of Industrial Science, University of
Tokyo, Japan
27 - 29 October 2004
Venue: Hyderabad
A Billion Lives to Cover: Working together to expand Health
Insurance in India organised by USAID, IRDA and Bearing Point.

