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The rising challenge of disasters – from disasters to

resilience

The combination of the weight of scientific evidence

and the dynamics of the financial system suggest that,

in the fullness of time, climate change will threaten

financial resilience and longer-term prosperity – Mark

Carney, Governor, Bank of England & Chairman of

Financial Stability Board.

Insurance is born out of uncertainty. Whether it be

T.S. Vijayan

From the Publisher

loss of life, property, income or some other unforeseen expenditure, uncertainty is the common factor.

The same applies to natural disasters too. But the difference lies in the fact that, in the case of natural

disasters, the quantification of probable loss becomes all the more difficult. And, given the magnitude

of loss that they cause, sometimes, they can have disastrous effect on the balance sheets of insurers.

The recent floods in Tamil Nadu, for example, caused around Rs.4,800 crore worth of claims to insurers.

Thus, there are two challenges that arise when we talk of insurance of natural disasters – one, the

quantification of probable financial loss so as to determine adequate premium; two, appropriate spread

of such risk so that no insurer is put to undue strain in the event of loss.

As we all understand, the fundamental principle of insurance is the law of large numbers. So, the

solution lies in increasing the penetration of insurance and spreading the covered risks across insurers

and reinsurers. In India, the awareness of insurance is low, especially in general insurance segment thus

leading to lower insurance penetration levels. It will be in the interest of all stakeholders to direct their

energies to bring the uncovered population into the ambit of insurance. Though it may look an uphill

task, given the income levels and the mindset of people, concerted efforts towards educating the

masses about the benefits of insurance in the event of a natural disaster, would, I believe will result in

gradual increase in penetration levels.

Further, innovative and customised products which cater to specific needs of various people will also

bring more people into insurance coverage. Creating simple and easy to understand products and

diversifying the distribution network for such products, consultation with Village Panchayats, Councils,

local bodies and taking them into confidence are other measures that can be thought of to increase

coverage. I hope all stakeholders would ponder over these aspects and come out with appropriate

solutions to build resilience towards the rising challenge of disasters.

With the above background in view, “Insurance Awareness and initiatives towards development of

insurance sector” will be the focus of next Journal.
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FROM THE EDITOR

“From my perspective, it's really risk management to ensure that humans have the ability to go

somewhere else in case there were to be some huge disaster on Earth”

- Gwynne Shotwell

Insurance is one of the important measures of safety and essential tool for financing disaster risk

management.  The growth of insurance coverage in the country, both for life and non-life risks, is

possible only when consumer acquires the knowledge about the importance of insurance in day to day

life. One of the main reasons for low levels of insurance penetration and density is lack of awareness

about the insurance products and the benefits of various insurance policies.  Insurance education helps

a consumer to understand his/her needs and risks, availability of insurance for managing risks, value

of possessing an insurance product and know about the dos & don’ts before and after purchase of an

insurance policy.  A financially literate consumer will also be aware of the various channels of redress

mechanism available to him including the Insurance Ombudsman along with the rights and responsibilities

as regards the risk exposure and insurance coverage offered by insurer through insurance policy.

Insurance education, thus, helps to access the services of insurance sector in an informed manner and

to promote market efficiency and flow of symmetrical information for orderly growth of insurance

industry.

In terms of growth, by end of March 2016, Indian life insurance industry has procured an amount of

Rs. 138657.31 crore first year premium registering a growth rate of 22.55% compared to financial year

2015.  On the other hand, general insurance industry has garnered   an amount of Rs. 96393.94 crore

premium registering growth rate of 13.8% compared to previous year.

Yet there are miles to go for reaching the unreached.  A happy customer is the best brand ambassador

whereas an aggrieved one will spoil the game. The industry needs to empower policyholders by way of

adhering to market discipline in letter and spirit. The market force must be aware of the latest products

and should be prompt in rendering quality service to gain the confidence of the customers.  It is

essential to imbibe the principles of code of conduct by intermediaries and strengthen the efforts of

insurers for stepping up insurance awareness initiatives towards orderly development of the sector.

Insurance awareness, growth and development of insurance markets will be the focus of the next Issue

of Journal which will be the first quarterly journal of this financial year.

K.G.P.L. Rama Devi

ATTENTION:

This is to inform all readers that henceforth, the IRDAI Journal will be published on Quarterly basis.  The
next issue will be for April-June’2016.
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PERSPECTIVE

T
he previous year 2015

marked the 20th

anniversary of the entry of

GSM or Global System for Mobile

communication in India, one of the

most crucial developments in the

history of the telecom revolution in

our country.

After nearly twenty years, statistics

from the Telecom Regulatory

Authority of India (TRAI) state that

the number of telephone subscribers

in India increased from 96.42 crore

at the end of November, 2014 to

97.097 crore at the end of

December, 2014. The overall tele-

density also increased to 77.58 per

100 in this period. Little wonder,

then that the domestic telecom

industry is the cynosure of all eyes.

This rapid growth of mobile

telephony in India ranks as one of

the greatest economic success

stories among emerging markets.

Affordable telephone connectivity

has empowered crores of individuals

in thousands of ways, and has served

as a massive productivity multiplier

for the economy by collapsing

communication costs.

India’s telecom story has been a

shining testimony to how political

conviction for reforms and private

entrepreneurship can deliver

outcomes that any government

intervention and well-intentioned

bureaucratic thinking can rarely

conceive of.

Interestingly, our Life Insurance

industry too will benefit if it imbibes

a few lessons from the telecom

sector.

(A) Cost of services

The first lesson concerns bringing

down the cost of insurance and

make it affordable for the masses.

Many of us can vividly recall those

days in the late 1990’s when a 1-

minute mobile call cost as high as

Rs. 32/-. If the telecom industry

hadn’t reduced its charges

drastically (down to 30 paise per

minute from 2009 onwards), the

phenomenon of the ubiquitous

mobile phone would not have

happened at all.

And, of course, launch of innovative

schemes like ‘lifetime prepaid’ and

bundling cheap call rates with low-

cost handsets attracted many first-

time mobile users and created

product stickiness.

When I look around in the domestic

insurance sector, I am quite pleased

to see that this industry too is

offering low-entry costs much more

after the changes in guidelines from

January 1, 2014. Even charges

imposed on ULIPs have come down

drastically. Today, a customer can

buy a long-term investment and

guaranteed protection for as low as

 Affordable telephone

connectivity has

empowered crores of

individuals in

thousands of ways,

and has served as a

massive productivity

multiplier for the

economy by

collapsing

communication costs.

From this issue, we have started this new feature to air views of the doyens of

insurance industry about the various facets of Indian Insurance sector as well

as the challenges being faced by them in pursuit of insurance inclusion and

sustainable growth.

Shri Anuj Agarwal, MD & CEO, Bajaj Allianz Life Insurance Co. Ltd has given

his perspective about the Telecom revolution  and  What Life Insurers can

learn from it  in this article.
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Rs. 45/- per month. Thanks to the

changes brought in by the regulator.

But this is just the beginning and a

lot more needs to be done.

(B) Shared Infrastructure

The second lesson that the

insurance sector can imbibe from

telcos is how shared infrastructure

helped these companies roll out

services in newer areas, including

rural areas. The sharing of mobile

towers not only led to substantial

rural penetration but also

contributed to consistent growth for

all the telecom operators.

Subscribers were also rewarded with

improvement in network quality.

Companies tend to pass on the costs

to its consumers. If we want the

premiums to come down, the costs

need to come down as well. Towards

this, the regulator is encouraging

micro-insurance products and very

recently launched the Common

Service Centres (CSC) model. Thanks

to this effort, prospective insurance

buyers can access over 130,000 of

such centres. In addition, such

models may prove cost-effective,

since cost of reaching customers on

Group Insurance platform is much

lower than the cost of reaching

through an individual platform.

Relaxation in outsourcing and other

expense guidelines would further

help in reducing costs for life

insurers.

(C) Simplification of product

“Keep it simple, stupid (KISS)” is a

well-known management term.

Indeed, there is a lot to learn from

the domestic telecom industry’s

efforts to introduce ‘simple’ and

easy-to-understand data and voice

plans that suits every need and

every budget. Taking a cue from

such practices, the Know You

Customer (KYC) details for the life

insurance customers have to be

simplified and completed within a

handful of questions. At the same

time, the policy document has to

be drafted in a lucid language and

be interactive with illustration for

the customers to understand the

details easily and get clarity on what

is in it for them. More importantly,

easier KYC or over the counter

products shall go a long way in

improving the customer experience.

(D) Mass adoption

The fourth lesson involves how the

telecom operators and handset

makers collaborated to make

mobile telephony popular among

the masses. The launch of feature-

rich smartphones (sometimes with

dual SIMs) and its ever-increasing

popularity among the young people

is worth studying.

Telcos, of course, did not stop at

this; they ensured the availability

of vernacular content which led to

increased adoption of VAS

applications.

When it comes to life insurance,

group insurance platform reduces

the cost for buying life insurance

cover and gives the flexibility to

enter and exit a policy anytime. In

addition, group policies and micro

group policies ensure better

penetration of life insurance.

The recently announced financial

security schemes by the Union

Government – Pradhan Mantri

Jeevan Jyoti Beema Yojana and

Pradhan Mantri Suraksha Beema

Yojana – should play an important

role in reaching out to a large chunk

of financially excluded people.

These simplified schemes will

primarily promote buying life

insurance for protection among

larger mass. Given the fact that life

insurance penetration stands at 3.1

per cent, if these schemes go well,

life insurance penetration in India

will go up substantially. The idea is

to bring more people under social

and financial security and hence

both banks and insurers will be in a

position to leverage the database

once the enrollment is done for

these schemes. However, it will take

some time for the life insurers to

gauge the viability after seeing the

claim experience and response from

the masses.

If we want the

premiums to come

down, the costs need

to come down as well.

Towards this, the

regulator is

encouraging micro-

insurance products

and very recently

launched the Common

Service Centres (CSC)

model.
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(E) Innovations

To my mind, for telcos, the handset

along with the plans was the ‘pull’

factor. Similarly, life insurers could

consider providing Value Added

Service to its customers. Life

insurers make profit when

customers live longer and healthier.

Any additional support system with

the life insurance policy that helps

customers live longer and healthier

should be a welcome innovation.

(F) Customer delight

The sixth and final learning is how

the telcos contributed to customer

delight. Surely, the telecom

regulator, TRAI, had played a role

in reducing telecom tariffs.

Competitive intensity within the

industry too has contributed to

lower call charges. But, customers

did not really care for the reasons.

Reduced tariffs directly led to

increased user adoption of VAS

applications, and the telecom

industry also benefited by way of

higher revenues. Therefore,

everyone benefitted on account of

lower tariffs.

On the subject of customer delight

and life insurance, I do expect that

IRDAI’s draft guidelines on insurance

marketing firms to streamline the

distribution channels with more

accountability. I completely support

the idea of introducing a mechanism

to redress customer grievances.

Ups and downs in the life

insurance industry

Changes in regulatory guidelines are

broadly aimed at ensuring better

customer value. Newer guidelines

often reinforce a long-term

relationship between the insurer

and the insured and creates happy

customers. One such example is the

changes in guidelines of unit-linked

insurance plans such as the five year

lock-in period and substantial

reduction in charges. However, the

new regulations on ULIPs should

ideally have been announced much

earlier especially to give the life

insurance industry some breathing

space.

Beginning 2005-06, ULIPs became

attractive options for customers

buoyed by a boom in the stock

market and the contribution of ULIPs

to the overall product pie of life

insurers went up to more than 80%.

But, after the economic slowdown

followed by the market crash in

2008-09, people incurred substantial

losses and many withdrew their

policies. Higher front end charges

added to customers woes. Things

started improving after the new ULIP

guidelines announced in 2010 by

IRDAI that mandated a 5 year lock-

in period; reduced charges and

rationalization in agent commission

structure.

These guidelines should have come

much before, as lower charges and

long-term investment would have

compensated the losses incurred

due to the stock market crash. An

investment horizon of 10-15 years

always ensures better return by

averaging out huge losses and gains.

Conclusion

Regulatory changes and innovations

in products were broadly introduced

to benefit customers or

policyholders. Market movements

largely influence the business of

unit-linked products apart from the

guidelines put in place by the

regulator. Newer financial security

schemes in the field of life insurance

are primarily aimed at covering a

wider gamut of people. In a

nutshell, a life insurance product

will ensure the financial security of

one’s family in unforeseen

eventualities and depending on the

plan ensure protection with return

on investment at the end of the

term.  Hence, it is obvious that the

benefits of a life insurance product

cannot be realized immediately as

compared with a telecom provider’s

postpaid or prepaid plan. Therein

lies our biggest difference as life

insurers. Life insurance is the only

financial product where the value

to customer increases with time and

is felt over a longer period.

However, on a broader perspective,

the strategies and initiatives

adopted by the telecom industry to

reach closer to its end users could

well inspire life insurers to connect

with larger groups of people and

ultimately increase penetration.

Anuj Agarwal, MD & CEO,

Bajaj Allianz Life Insurance,

bajajallianz.co.in; the views

expressed are their own

A life insurance

product will ensure

the financial security

of one’s family in

unforeseen

eventualities and

depending on the plan

ensure protection

with return on

investment.
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ISSUE FOCUS

Insurance and Disasters

- P.C. James

I
nsurance solutions for the

deteriorating disaster or

catastrophe landscape of the

world owing to climate change and

other factorsare now gaining

ground. Governments and aid giving

organisations are seeing the end of

their options of ex-post (after the

event) assistance for those

dispossessed and impoverished by

catastrophes. Disaster occurrences

are mega events which are usually

termed as ‘Act of God’.The term

‘Act of God’ predisposes a mindset

of resignation and inevitability. This

is the traditional view and was held

for long despite insurance solutions

being available since many years.

This could have been because

traditionally insurance served

business interests and commerce,

and insurers also clung on to very

selective and restrictive insurance

clientele, excluding in the process

the wider inclusion of all retail

customers, their economic assets

and activities.Moreover from a

technical view of insurance

concepts, catastrophes are

considered uninsurable as disaster

risks have high correlationsand

extraordinary destructivepotential.

Now mindsets are changing as

governments and regulators push for

‘rural and social’ insurance, micro-

insurance, crop-insurance and so on.

Insurers are also conscious of the

public good that insurance can bring

and there is a consensus that

catastrophe risks are to be insured.

Disaster relief steps are essential

whether ex-post (after the disaster)

or ex-ante (before the disaster).

There are diametrically opposite

distinctions between ex-post and

ex-ante approaches to help the

victims and potential victims

ofdisasters. In the ex-post scenario,

victims of disaster are helpless and

look to families, communities and

governments for help. International

aid may pour in and many social

organisations also pitch in. But all

that is mostly short-term ‘Band-Aid’

like help and soon memories fade

and the distressed are often left to

fend for themselves as another

disaster comes up elsewhere or

disaster assistance fatigue sets in.

The beneficiaries of such aid are

seen as supplicants and their dignity

and wellbeing get denigrated in

many ways. At the macro-level the

money for aid and assistance comes

from tax-payers or world aid which

could be used for more planned

developmental purposes. Regular

and repeated cases of disaster can

also exhaust the capacity of

governments and aid bodies.

Sustainability against disaster

threats therefore calls for ex-ante

approaches. Disasters normally

The term ‘Act of God’

predisposes a mindset

of resignation and

inevitability. This is

the traditional view

and was held for long

despite insurance

solutions being

available since many

years.
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happen in any particular region

usually after a gap of many years.

They take place in a fortuitous and

sudden manner. This makes it ideal

for pooling and insurance, though

they are catastrophic and can

exhaust insurance capacity. Losses

are payable if the pool can build up

a diversified fund across

geographies and time. This makes

insurance a very natural answer to

disasters. There are many positives

that insurance can offer to make

disasters manageable for those

facing them from an

indemnification point of view. These

are:

1. Insurance is a risk management

tool and insurers can help

customers, the community and

the government to establish risk

reduction approaches for

managing better disasters such

as floods and storms.

2. Insurers can offer affordable

premium rates if everyone can

be made to insurer against

disasters.

3. Insurance pools can be set up

where disasters are not easily

insurable and governments can

look at indemnifying only losses

that are in excess of the pool

capacity.

4. Insurers across the world could

join together to strengthen

capacity and open up more

options to support

indemnification of disaster

losses.

5. Insurance policies are contracts

and hence the policyholder gets

legal rights for compensation,

which does not happen in case

of aid and assistance.

6. Insurers and government

organisations could organise

quickly assessments of loss at

micro-levels to help to finalise

settlements. Governments to

facilitate quick insurance based

reconstructioncan regulate rent-

seeking behaviours from various

agencies that repair and

reinstate damaged items.

7. Immediate liquidity is available

with insurance covers as both

they and the reinsurers etc. will

bring in funds

8. The indemnification can help

speedy recovery at the point of

loss for the multitude of those

who have lost in their individual

manner, because the indemnity

is based on time tested

insurance practices.

9. The money saved by

governments can be used to

restore the common

infrastructure and take further

action to minimise future losses.

10. Insurance has the capability to

offer holistic solutions to reduce

human suffering, economic

losses, as also fiscal pressures.

It will help to kick-start

economic recovery.

“Communities value disaster

insurance…….because they see it as

an instrument of dignity. Financial

support to recover from a disaster

becomes their right without

sacrificing their self-respect. It is far

more dignified to claim your right

for recovery than to find yourself

dependent on the ad hoc generosity

of donors.”— Hari Krishna (2007),

Expert Workshop on Insurance

Instruments for Adaptation to

Climate Risks, Austria.

A well-designed insurance solution

reduces disaster consequences in

two ways: (1) It provides early

liquidity and thereby prevents long-

term loss of livelihood and lives; and

(2) It pricing risk on actuarial basis

and can incentivise pre-disaster risk

reducing behavior. In countries

where disaster construction

standards are sethome owners who

A well-designed

insurance solution

reduces disaster

consequences in two

ways: (1) It provides

early liquidity and

thereby prevents

long-term loss of

livelihood and lives;

and (2) It pricing risk

on actuarial basis and

can incentivise pre-

disaster risk reducing

behavior.
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choose to disaster-proof their assets

pay a lower insurance premium,

because insurance promotes

investing in risk reduction.If

insurance is not designed to

motivate risk minimisation,

investments in loss prevention may

not happen and can even encourage

negligent behaviour (moral hazard).

Therefore from a primarily reactive

or coping approach traditionally

resorted to when dealing with

natural and other disasters,

insurance can introduce useful

catastrophe risk management

frameworks to quantify, analyze and

manage potential losses. All

stakeholders would generate inputs

that get populations ready to face

traditional disasters and avoid

deaths and injuries and in time

minimise property losses. Therefore

insurance inclusion should be given

high priority. A systematic

enrolment of everyone at risk is to

be done to ensure that all of

themare satisfactorily insured.

There has to be incentives and

mandated requirements to ensure

insurance habits among the better

off households.Catastrophe

insurance may have to be made

compulsory when financing assets.

It can also be tied to property or

land tax or their registration

systems. Such steps should compel

all those above poverty lineto take

insurance. Governments who bear

the brunt of post-disaster aid should

make it clear to such households

that they will not be eligible for

government reconstruction funding

or aid.

Insurers should open up on-line and

other channels for helping the wider

population to take insurance with

ease. Proper advices must be

exhibited at as many forums as

possible on how to insure including

how to optimally value assets for

insurance. Risk management tips

should be offered by insurers along

with the policy copy and the

Insurance Council could organise a

web-site for helping families and

industries on how to cope with

disasters of various kinds and the

best ex-ante approaches for

minimizing losses. In case of a

catastrophe event, advices should

be available on how people can face

emergencies and obtain help.

Detailed claim settlement processes

should be given in websites and at

other public domains.

Resilience against catastrophic

events need Government as well as

Regulator interventions to bring all

stakeholders to organise ex-ante

protection and take steps that

assures sustainability. They need to

ensure that the protection pool

grows to meet the financial

requirements of those distressed.

Catastrophe rates should be

actuarially fixed at industry level

and it should not be cross-subsided

from low-risk, non-catastrophic

risks covered or businesses written.

The inevitability of catastrophes

should be made clear to all citizens.

There should be sensitization of

such risks and their dangers from

school-level onwards.

The future of disasters indicates

that loss amounts will go up and

move across many non-correlating

areas. In the recent Chennai floods

the airport was immobilized and

many aircrafts were damaged. This

has added another frightening

dimension for reinsurers about new

correlations that suddenly creep up

when disasters strike. As the wealth

level of the population goes up, so

also asset values will go up and

premium levels may have to go up

to gear up for larger and wider

losses and indemnity pay-outs.

Catastrophe risks traditionally did

not allow insurability owingto

breach of one ofthe fundamental

conditions of insurability. This

condition states that risk exposures

must be independent and non-

correlating so that theinsurer does

not have to meet with losses from

one or a series of events that will

destroy its solvency. There is need

for insurers to develop reasonably

accurate estimates of future losses

so as to decide on appropriate

prices. They also need large cash

flows in case of a call of great

magnitude due to a disaster.In order

to meet these requirements insurers

need to use sophisticated modeling

There is need for

insurers to develop

reasonably accurate

estimates of future

losses so as to decide

on appropriate prices.
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techniques totry to estimate

catastrophe risk and how to

diversify the risk exposure

therefrom. Efficient risk

diversifications are possible through

many methods such as:

1) Reducing insurer’s concentra-

tion of exposures, by geographic

and other diversifications;

2) Designing proper pricing, terms

and conditions of the policy:

3) Encouraging risk reduction and

mitigation by those getting

insured;

4) Obtaining reinsurance that

diversifies risks across global

markets;

5) Utilizing catastrophe-hedging

financial instruments from the

capital markets;

6) Holding more capital as may be

directed by the Regulator

7) Establishing catastrophe pools

It is clear that insurance

mechanisms have a promising role

in facing disasters at the economy

level. The potential benefits of

wholesale disaster insurance include

providing security against the

widespread loss of assets,

livelihoods, and even lives in the

post-disaster period. It minimises

the need foraid organizations to

provide disaster assistance. More

important it gives powerful

incentives for risk prevention across

the population and the economy. It

charges economic development

given the promise contained in

insurance based sustainability.

For meeting the disaster protection

requirements for the poor and those

in the agriculture economy,

insurance has created innovations

which can change dramatically the

coping capability of those in the

rural sector. Innovation for the rural

sector can help them in many ways

such as:

1. Making insurance affordable and

accessible to the rural people

and their diverse life situations.

This includes the poor and

landless segments.

2. It can compensate for livelihood

losses and repay debt taken for

occupational needs.

3. It makes insurance easily

implementable given the

difficult infrastructure and the

poor knowledge levels of those

concerned.

4. It eliminates largely scope for

moral hazard and adverse

selection.

Insurers have now found solutions

such as area-based index insurance

using weather as a proxy for wide

use in rural areas. Area-based index

insurance can cover losses that arise

from climate based catastrophes

such drought and flood using

weather data recorded at the local

level through many automatic

weather stations. Insurance can be

sold in standard units within an area

with a standard contract

(certificate) for each unit

purchased.  The premium rate will

be the same per unit for all those

purchasing insurance in the

earmarked area for a particular crop

in a given season. Everyone will

receive the same unit of indemnity

if the insured event occurs.

Area-based index insurance has a

number of attractive features:

1. As all prospects in a given area

pay the same premium and

receive the same indemnity, and

the cutoff date (called

seasonality discipline) for taking

insurance is respected, adverse

selection is avoided.

2. Since the underlying cover is

based on weather indicators,

and as the weather cannot be

influenced by the policyholder

or for that matter by the insurer,

moral hazard is unlikely.

3. Formalities for taking insurance

are very simple. The insured will

have to fill in a simple proposal

form and submit it to a bank

with the premium and this will

reach the insurer and coverage

will be confirmed.

The potential benefits

of wholesale disaster

insurance include

providing security

against the

widespread loss of

assets, livelihoods,

and even lives in the

post-disaster period.
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4. Formalities with regard to claim

are virtually nil. There is no

need to intimate the claim in

an area based insurance, nor a

claim form need to be filled.

There will be no survey of the

loss. The claim data will come

from daily weather reports and

can be assessed by the claim

experts of the insurer.

5. The claim money will be

credited to the bank account of

the insureds who sustained

losses within a short period after

the season ends.

In its wider context this insurance

can be sold to anyone in the rural

area because all occupations in the

area are linked to agriculture and

when agriculture fails the rural

economy fails. It is directly

applicable to the loss of wages for

the landless labour, the small shop

keeper and other small scale

activities that depend on agriculture

produce. In due course all those

losing from the disaster can be

indemnified after their loss is

correlated with failure of the

weather in a given area. Insurance

is already built into the credit

system of rural areas and can be

extended to the purchases of key

inputs such as fertilizer. Further

applications are possible as

experience on these innovations

gather momentum.

Customer Protection for Disaster

Insurance

Regulations would be required to

ensure that customers/

policyholders are duly protected

while insuring for disaster

protection.

Coverage Issues

1. Insurers may deny coverage and

hence the standards for

covering the risk and the rates

and terms of coverage etc. need

to be spelt out by insurers in the

public domain and coverage

must be facilitated for

everyone.

2. Standards for the width and

depth of coverage, conditions

and exclusions applicable should

be made to ensure that the

policyholder is indemnified as

desired by public policy.

3. Renewals cannot be refused

except on grounds specified by

regulation and renewal

facilitation must be made online

and offline.

4. Guidance for change in the

value of the assets and other

requirements for ensuring that

the policy is taken in the right

manner must be communicated

to the insured.

5. The mode of indemnity for retail

customers must necessarily be

on reinstatement value as cash

value would be inadequate for

getting the property restored as

before the loss.

6. Where reinstatement may not

be possible in cases such as

crumbling buildings, lesser

methods of compensation of

property can be mandated.

Claim Settlement Issues

Unfair claim settlement practices

are being decried across the world

and punitive actions are now being

increasingly considered especially in

cases of disaster losses. What

constitutes fair settlement, the

violation of which is treated as

unfair settlement is now an

expanding field and includes:

1. The insurer has to provide all

benefits and coverage as

provided in the policy and

should not hide or deny the

same because the insured is

ignorant of the benefit or did

not claim in the manner as

required by the insurance

company.

2. Delay in claim assessment to

take advantage of the claimant

and appointment of multiple

surveyors and investigators and

asking for many and possibly

unnecessary documents is

unfair. In disaster scenarios it is

possible that many documents

may have been lost in the

disaster etc.

3. Underpayment of the claim

without sufficient cause so that

the insurer is benefitted can be

an unfair settlement practice.

4. Insurer adopting a policy of

‘standard denial’at the initial

stage to unsettle the insured

and make insureds fight for the

claim interminably is unfair.

Innocent policyholders may

accept the denial and others

may give up the struggle

midway.
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jms_pc@yahoo.com

5. Policyholders should not be

forced to be dragged to

interminable and expensive

court cases, but all retail claims

should automatically go to the

ombudsman or other

inexpensive routes and be

disposed of in three months

after taking up such references.

Fast track dispute resolution

forums should be set after

disasters in the geographical

area concerned.

6. In case of needing to go to court,

policyholders must be allowed

to fight collectively (class

action) to reduce time cost and

money cost.

7. In disaster claims the burden of

proof of the cause of the loss

should not be cast on the

insured and the burden of denial

of claim and quantum should be

on the insurer.

8. The insurance intermediaries

who are appointed to survey and

investigate must abide by

expeditious timelines and

should not make onerous

demands for proving the

quantum (cause not to be proved

by insured in disaster claims).

This is especially important if all

documents would have been

destroyed in the loss.

9. The practice of ‘on account’

payment should be made

mandatory for the peace of mind

of the policyholder that the

insurer has admitted liability

and for the reconstruction to

begin. Cash infusions should be

in tandem with reinstatement as

the cash call power of the

insured in disaster will be nil or

low.

Disasters are set to continue to

trouble the world and countries that

are disaster prone are going to face

onslaughts in the future perhaps

more frequently and almost

certainty more severely. Mindsets

and habits across the economic

spectrum need to change on

reducing the vulnerability in a

manner that does not strain on the

finances of governments (i.e. the

tax payer burden). The onus has to

be taken on by those at risk by

paying adequate premium (for the

poor financed by governments, if

needed). Premiums will not hurt if

the risk holders are incentivized to

reduce their risks and all those at

risk are compelled to insure. In the

aftermath of the disaster, all

concerned - the civil authorities, the

government machinery, insurer and

their partners in indemnification,

can jointly work to get over the

losses and destruction in the

shortest time possible.

THINK TANK

With changing times, there is a change in the Editorial team and also the content being covered in the
Journal.  It is proposed to include a number of new features facilitating for free and frank analysis on
various issues of relevance and airing of concerns that are vital for orderly development of the insurance
industry.

To begin with, the Real Estate (Regulation and Development) Act, 2016 is notified on 25th March, 2016.
This is an Act of the Parliament of India and seeks to protect home-buyers as well as help boost investments
in the real estate industry. As per provisions of Sec. 16 of the aforesaid Act, the promoter shall obtain all
such insurances as may be notified by the Government including but not   limited to insurance in respect of
title of the land and building as a part of the real estate project etc.

We seek contributions from eminent writers on the subject as well as experts from insurance industry on
their perspective on the issue focus Title insurance for publication in next series of Journals.

Mindsets and habits

across the economic

spectrum need to

change on reducing

the vulnerability in a

manner that does not

strain on the finances

of governments.
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ISSUE FOCUS

Role of Insurance in Disaster Management

- Suresh Mathur

N
atural disasters often cause

extensive damage to life

and property. Disasters can

have devastating and cascading

negative financial impact on

individuals, business and economy

as a whole. Rapid urbanization,

environmental degradation and

increasing number and intensity of

climate changes are contribute to

intensifying the disaster losses.

The year 2015 was witness to a large

number of catastrophe events that

hit various parts of the globe.

According to Munich Re, more than

1000 natural catastrophes were

recorded in the year 2015. The

overall losses totalled US $90 billion

of which roughly US $27 billion was

insured, which in percentage terms

is approximately 30% of total losses.

The year’s most devastating natural

catastrophe was the earthquake in

Nepal which occurred in the month

of April 2015.  The Swiss Re report

Sigma no 1/2016, ranked the flash

floods in Chennai as 14th, in terms

of Insured losses.

Asia, particularly the Indian

Subcontinent is prone to various

natural disasters like floods,

cyclones, droughts and

earthquakes. The country has been

a witness to a spate of natural

calamities during the past 3 years.

The Uttarakhand floods, Jammu &

Kashmir Floods, Hudhud cyclone and

the recent Chennai floods have

caused immense loss of life and

property of individuals and have

caused colossal damages to the

public infrastructure.

At present the statutory

arrangement for disaster response

in India is by way of two schemes

which cover those disasters which

are notified in the Disaster

Management Act 2005. Disaster

Relief and Rehabilitation is provided

by the Government through NDRF

and SDRF are from the budget set

aside for such disaster relief. Both

the funds are meant only for

immediate relief and rehabilitation

of affected persons and immediate

repairs/restoration of damaged

infrastructure. However, the funds

required for the actual

rehabilitation and restoration of

affected infrastructure is far greater

than what is available in the current

funding mechanism.

Risk transfer mechanisms

Achieving financial resilience is a

critical component of effective

disaster management. It is

important to ensure that there is

timely availability of resources for

response, recovery and

reconstruction in the event of a

disaster. Therefore evolution of an

effective risk transfer mechanism to

mitigate the risks arising out of

disasters is imperative. The gap

between the actual economic losses

and the loss mitigation available can

only be pegged by using a

combination of strategies for

disaster risk reduction through risk

financing and risk transfer.

Role of Insurance

Insurance has been found as a viable

alternative funding mechanism for

Governments in different parts of

the World. A study of insurance

schemes and practices prevailing in

disaster prone countries have

revealed that these Insurance

It is important to ensure

that there is timely

availability of resources

for response, recovery

and reconstruction in

the event of a disaster.
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mechanisms have provided

significant liquid funds to

governments for immediate relief

and rehabilitation in the event of

Natural disasters. As per the World

Bank the availability of insurance

offers the best mitigation approach

against real and fiscal consequences

of disasters.

However, studies estimate that

approximately 80-90% of the

economic costs of natural disasters

in the developing world are

uninsured. The uninsured proportion

is significantly less in developed

countries where there is greater

insurance penetration. The

uninsured losses in these countries

generally fall in the range of 44% to

60%.

The insurance penetration, in India

is only 0.7% which is significantly

low. The actual economic loss on

account of the Chennai flood is

estimated to be around Rs 25000 Crs

whereas, the insured losses were

accounted as approx US$755 million

or INR 5000 crs which is around 20%

of the total economic loss.

The economic loss because of

Cyclone Hudhud was approximately

Rs 45000 Crs with insured losses

accounting for only about 10% of it.

Similarly, during J&K Floods in 2014

the state suffered a total loss of

approximately Rs 5000 Crs. The

insured losses were less than 10%

of the economic losses. (source)

We observe a huge gap between the

actual economic loss and insured

losses. The proportion of insured

losses is higher in Chennai floods as

compared to the insured losses on

account of Hudhud cyclone or

Jammu & Kashmir floods. This

evidently, is on account of higher

level of insurance penetration in

metropolitan cities like Chennai and

Mumbai as compared to other lesser

developed parts of the country.

Studies suggest that increased

insurance penetration would lead to

better insurance coverage and

subsequently accelerate the process

of recovery from the aftermath of a

disaster. The government, the

insurance regulator and various

other stakeholders are in the process

of developing a suitable risk transfer

mechanism so as to mitigate the

risks arising out of disasters. The

various measures have been

identified which can facilitate

greater penetration and thereby

build a robust risk transfer

mechanism.

Suggested Measures

• Increasing awareness amongst

the masses about insuring their

assets against possible losses on

account of natural disasters. This

can be achieved by way of

preparation of simple literature

and making it available to the

general public, introduction of

modules and sessions which

covers subjects like Disaster

Management and the importance

of insurance.

• Mandatory insurance of public

infrastructure, critical

infrastructure and public utilities

like airports, railways, ports etc.

• Development of affordable

standalone catastrophe

insurance products including

parametric insurance solutions

covering risks like earthquake

and Cyclones.

• State sponsored or subsidised

insurance cover for the life and

property of the masses belonging

to the BPL segment.

• Mass insurance schemes for

protection of agriculture sector

against the onslaught of

disasters.

• Focussed research and studies on

various aspects of Risk transfer

Mechanism in Disaster

Management.

 The implementation of the above

measures requires concerted efforts

on the part of the central

government, various state

governments, regulatory bodies,

insurance companies, educational

institutions and various other

stakeholders. Implementation of

the above cited measures would

definitely help in increasing

insurance penetration in the

country. These measures would

facilitate in mitigation of the

hardships of masses affected by

disasters and would thereby

ultimately contribute to the long

term financial stability of the

economy.

Studies suggest that

increased insurance

penetration would lead

to better insurance

coverage and

subsequently accelerate

the process of recovery

from the aftermath of a

disaster.

Suresh Mathur, Senior JD, IRDAI,

Email: suresh@irda.gov.in
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ISSUE FOCUS

Catastrophic Losses and Insurance

- Sanjay Datta

C
atastrophic events are

occurring at an alarmingly

rate. Natural calamities

such as earthquakes, floods,

cyclones and severe weather are

striking countries across the globe.

Statistics point to an average of 260

events occurring every year based

on a 10 year average. The Asia

Pacific region registers the highest

number of catastrophic events every

year, an outcome of its large size

and susceptibility to natural

disasters. Even developed countries

like the US and Japan that are

technologically advanced and

equipped with early warning

systems have not been spared from

nature’s wrath.

The economic loss arising out of

these natural disasters is immense.

As per estimates, Hurricane Sandy

that hit the US in 2012 led to an

economic loss of USD 68 bn.

Similarly, Hurricane Katrina resulted

in economic loss of USD 125 bn when

it occurred in 2005. The Japan

earthquake in 2011 led to losses of

USD 210 bn and over 15,800

fatalities.

Despite the regular occurrence of

these events worldwide, economic

losses remain largely uninsured. As

per data analyzed over 10 years, on

an average, only about 30% of

catastrophe losses have been

covered by insurance over the last

10 years. That means that about 70%

of catastrophe losses have been

borne by individuals, firms and

governments. Secondly, the gap

between economic loss and insured

loss is increasing, even as the

economic cost of natural

catastrophes is growing markedly.

India too, has experienced an

increasing number of natural

catastrophes in the recent past,

mostly floods and cyclones,

resulting in considerable economic

loss.The last 10 years or so has

witnessed calamities such as the

Mumbai floods (economic loss - USD

2 bn), Uttarakhand floods (USD 2

bn), Cyclone Phailin (USD 4.5 bn)

and Hudhud (USD 7 bn), J&K floods

(USD 1 bn)and the most recent

Chennai floods (USD 6bn).Though

the quantum of loss for India has

been lower compared to its larger

counterparts, insured losses were

far less compared to the global

average. For instance, insured
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losses in case of Cyclone Phailin

were only 3.6% of the economic loss,

insured losses for Cyclone Hudhud

were a mere 0.5% of economic

losses leaving the exchequer and

individuals to bear the impact and

restoration cost from the event.

This clearly shows the need for

stakeholders across the world,

including India to take steps towards

increasing the proportion of insured

loss when it comes to natural

catastrophes. More so, given that

the quantum of loss in case of a

catastrophe is far higher compared

to manmade events such as

terrorism or riots.

Insurers abroad and in India have

already displayed prowess in terms

of handling large scale claims from

catastrophic events. If one were to

consider the recent Chennai floods,

the industry received claims

amounting to Rs. 0.7 bn. In specific

categories e.g. motor insurance, out

of 11,000 motor claims, 500% more

than the average. 95% of the claims

were settled within 10 days of

receipt of documents. The role that

an insurer plays in this case is not

limited to passing claims efficiently,

but handholding the insured through

the calamity including reaching out

to the customer, offering critical

information and emergency

assistance services to enable them

to return to a situation of normalcy

at the earliest.This is made possible

by organizing customer outreach

camps that enable the insured to get

their queries related to insurance

and otherwise addressed first hand.

At the same time, these camps help

ensure a hassle free claim process

by handholding the insured

throughout the journey.

Apart from efficiently managing the

claim settlement part, insurers help

reduce the financial and downtime

impact for all stakeholders, for

instance, by salvaging losses as they

appointloss management and

restoration experts that would

otherwise not be feasible for the

insured as an individual customer or

entity. In the case of Chennai floods

again, we had deployed restoration

experts from across the country to

help the insured customers limit

losses and speeden up recovery.

Catastrophic events will continue to

rise amid a multitude of factors,

climate changes being one of them.

15 of the 16 warmest years have

occurred since 2000. While one

cannot directly correlate impact of

global warming on catastrophic

events, one of the possibilities could

be in terms of increase in intensity

of storms and increased risk of

drought. Having said this, it is

important that all stakeholders

including the Government,

Regulator and individual entities

including Insurers come forward to

collectively address the increasing

menace of natural calamities. At the

current levels of under-penetration

for insurance amid rising level of

impact, it will only increase the load

on the government authorities and

individuals to absorb the financial

loss arising out of the unforeseen

event. It is time that concrete steps

are taken in this area by all

concerned on a war footing.

Sanjay Datta, Chief-underwriting,

ICICI Lombard, General Insurance

Co. Email: sanjay.datta

@icicilombard.com
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ISSUE FOCUS

Natural Disasters –
Closing the Protection Gap,
and the Role of the Government

- G. Satish Raju

A. The Protection Gap

Natural disasters are never far from

the news, whether local or

international. And they come in all

shapes and sizes and in all of

nature's forces. The last one month

has been remarkable – with

devastating forest fires in Canada,

and one closer home in

Uttarakhand. Forest fires are not

unusual, but then two such events

in quick succession is not something

we usually see, brought up as we

are on an otherwise regular diet of

floods, drought, earthquakes and

cyclones.

Whatever be the nature of disaster

however, what remains undisputed

is that the magnitude of such

disasters increases year on year. The

below chart shows the total losses

(in USD billion) from disasters

(natural and manmade) in the last

45 years – while there's a slight dip

in the 10-year moving average of

losses (represented by the

continuous lines across the chart

below) in the last couple of years,

the long-term trend, at current

prices, does show a marked increase

in losses .

The largest annual losses were in

2011, driven mainly by the

earthquakes in Japan and New

Zealand. The above figure also

shows up the difference between

insured and total or economic losses

over time, termed as the insurance

protection or funding gap. This gap

is the amount of total losses from

catastrophes which is not covered

by insurance. Of the total loss of

USD 80 billion from natural disasters

in 2015, only USD 28 billion was

covered by insurance, leaving a

protection gap of USD 42 billion.

Developing countries with their

relatively lower insurance

penetration have an even higher

protection gap. The below figure

shows the economic and insured

losses from natural disasters in India

in the period 1985-2014 . Uninsured

losses from natural disasters in India

in the 10 year period to 2014

amounted to an average of 92.5%

of total economic losses.

As the devastating floods in Mumbai

in 2005 and the more recent

Chennai floods in 2015 showed,

even urbanized areas in India have
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a significant protection gap. While

insurance loss estimates in the

Chennai floods are of the order of

Rs 5000 crores, the economic losses

have been reported in the range of

Rs 25,000 to 50,000 crores. Even at

the lower end of the estimated

losses, the funding gap would

amount to at least 80% of economic

losses.

B. The Burden of the Protection

Gap

The financial impact of severe

natural disasters on economies can

be significant. The Japan and New

Zealand earthquakes for example

had an estimated impact of 4% and

10% respectively on the GDP of the

country. The impact of course is

more severe on under-developed

countries. The 2010 Earthquake in

Haiti is estimated to have had a

financial impact of 121% GDP ; while

the Nepal earthquake last year is

estimated to have caused losses of

around 35% of its GDP .

Risk mitigation as part of an overall

Risk management framework is

crucial to reducing the impact of

natural disasters on livelihoods and

property. Severe natural disasters

can however often overwhelm the

strongest of defences, and the quick

availability of post-disaster funding

then becomes critical to recovery

efforts.

Insurance is one key component of

a disaster-financing framework – but

then, even advanced economies

carry the burden of the protection

gap. The Japan and New Zealand

quakes cited above may be viewed

in the context of the still

considerable protection gaps – only

17% and 20% of the losses were

insured in Japan and New Zealand

respectively. And not too

unexpectedly, the protection gap for

the above mentioned Haiti and

Nepal disasters was estimated to be

much higher, at as much as 99%. The

financial burden of disasters is

borne by individuals and

organisations for their uninsured

assets, but more often than not, the

most significant impact is on the

public sector, or the government,

which ultimately has to bear the

major part of the cost of disasters.

C. Mind the Gap – Disaster Risk

Financing

Current general insurance

penetration levels in India,

estimated at 0.7% (premiums in %

of GDP, 2014)  are expected to

accelerate and outpace economic

growth over the next several years,

as can be expected in a developing

economy. However, this also implies

that the protection gap as regards

natural disasters will remain

significant during this period. This

gap is partly met currently through

the institution of the State and

National Disaster Relief Funds (SDRF,

NDRF). However, these funds have

limitations, in that they are meant

primarily for relief and

rehabilitation, and cannot be used

for long-term reconstruction of

public assets and infrastructure

damaged by disasters. Moreover, the

fund amounts sought by states are

often challenged by the Centre,

resulting inevitably not only in lower

amount of funds getting released

but also in considerable delays after

the occurrence of a disaster.

Risk mitigation as part

of an overall Risk

management framework

is crucial to reducing

the impact of natural

disasters on livelihoods

and property.
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Institution of Reserve Funds is one

measure taken by governments to

deal with the financial

consequences of disasters. Another

option is by way of having

contingent loans from multilateral

institutions. Both these funding

sources carry costs by way of the

opportunity cost of reserve funds or

the more explicit fees and interest

cost of loans. Poorer economies may

simply rely on donor funds to tide

over financial crises brought by

disasters. When reserve and other

pre-event funding sources are no

longer available, governments may

resort to issuing debt to cover costs

of relief and reconstruction, or even

fresh taxation measures–for

example, following the recent (April

2016) earthquake in Ecuador, its

government announced that it will

hike some taxes as well as issue

bonds to finance reconstruction.

Such post-disaster funding will

inevitably carry higher costs too.

Pre-event financing by way of risk

transfer to the insurance markets

is increasingly being considered by

governments as an important source

of financing for addressing the

protection gap from natural

disasters. It can be argued that

insurance markets, by way of

assessing and pricing exposures and

vulnerabilities to natural disasters

in a region, are able to point

towards the true economic value of

risk and provide a benchmark to

governments to assess the utility of

insurance vis-à-vis other funding

sources. The increasing use of

disaster risk linked insurance

instruments by public sector

authorities, across the Americas and

UK to the Caribbean and Africa,

points to the utility of the insurance

industry in closing the protection

gap. Examples include:

a. Mexico (FONDEN) : a parametric

catastrophe bond providing

cover for earthquake and

hurricane risks.

b. Alabama, USA: State Insurance

Fund, Cover for  hurricane risks

c. CCRIF (Caribbean Catastrophe

Risk Insurance Facility): Starting

with a few countries, this

facility has now grown to cover

16 countries for earthquake and

hurricane risks. The facility's

scope further expanded in 2014

to include excess rainfall

coverage based on satellite and

ground data, for 12 countries.

Flexibility for member countries

is available to choose cover

limits up to $ 100 million.

d. ARC (African Risk Capacity):

Drought cover incepted in 2014

with 4 African countries, using

satellite information on rainfall

levels to derive modelled losses

by country. Cover available is up

to $ 30 million per country. 5

countries joined for the 2015

season, and the facility is

expected to add more countries

as well as possibly include flood

risk going forward.

e. Flood Re: A UK government

facilitated insurance pool

scheme to cover flood risks for

homeowners, incepted April

2016.

Countries under the some of the

above risk transfer schemes have

received various payouts for

triggered events. The growth of the

schemes, both by way of more

countries joining regional pools or

adding perils to existing coverages

over a period of time, points to the

utility of such schemes. They can

certainly provide rich content to

study for planning similar risk

transfer initiatives for other

countries including India.

D. Disaster Risk Financing (DRF)in

India – Government can play a key

role

The current DRFframework in the

country comprises mainly the NDRF

and SDRF. A joint IRDA-NDMA

(National Disaster Management

Authority) Discussion Paper

published in 2013 had presented

several insurance solutions to

complement the NDRF and SDRF

such as natcat-risks pooling,

simplified natcat products for urban

areas, parametric insurance for

state governments etc.The paper

suggested the utilization of up to

The increasing use of

disaster risk linked

insurance instruments

by public sector

authorities, across

the Americas and UK

to the Caribbean and

Africa, points to the

utility of the

insurance industry.
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5% of the SDRF for purchase of

insurance solutions by state

governments.

This is an opportune time to revisit

these recommendations and

reiterate the utility of insurance in

plugging the protection gap.

Whether it is the floods in

Uttarakhand or Cyclone Phailin in

2013, Cyclone Hudhud or Kashmir

floods in 2014, or the Chennai floods

of 2015, or droughts across the

country in 2014 and 2015,

availability of funds for relief and

reconstruction has fallen far short

of requirements. It is in this context

that it is suggested thatindex-based

risk transfer, that can make

available funds to regions affected

by disasters relatively quickly, will

be a very useful addition to the DRF

framework in India. And such

solutions are best implemented by

the Central and State governments,

which can use the existing

administrative machinery to

distribute funds for immediate

relief as well as utilize the funding

for long-term reconstruction of

public infrastructure.

Index-based risk transfer has

already been implemented in the

country through weather-based crop

insurance schemes (WBCIS). Similar

index based solutions, also called

parametric insurance, which make

available funds upon the occurrence

of pre-defined and agreed event-

magnitudes – such as Earthquake

Moment Magnitude, wind-speed of

cyclone at landfall, intensity of

rainfall, etc.- can be implemented

by governments to complement the

SDRF and NDRF. Funding from such

parametric insurance is contingent

on the event magnitude which is

known relatively quickly (generally,

in a matter of 2-6 weeks), and is not

dependent on actual loss settlement

on ground which can take several

months. Thus these funds are an

important source for the insureds to

tap into in the event of disasters.

And the huge impact on society from

disasters is best addressed by the

government stepping in to

implement such risk transfer

solutions.

A number of arguments have been

advanced against the government

insuring public property or plugging

the protection gap. One, that the

government has a vast public asset

base and can very well self-insure.

Second, on a more simplistic level,

that insurance comes at a cost and

that insurers will ultimately recover

any payouts over a period of time.

Such arguments ignore the value

brought by insurance in pricing

disaster risk and understate the

economic or indirect costs of severe

disasters on society. Imposition of

taxation, as cited in the Ecuador

example above, or a sharp rise in

borrowing costs following a disaster

is one example of such costs.

Risk transfer also provides for

stability in planning and budgeting

as opposed to financial shocks

imposed on economies by uninsured

disasters. At an individual level, the

non-availability of immediate

liquidity in the aftermath of a

drought, may well push the farmer

to get loans from private

moneylenders at rates that push the

farmer into a debt trap. These costs

are often ignored in a simplistic

trade-off of costs and benefits while

evaluating insurance schemes.

On the subject of risks to agriculture

and livelihoods, it is well accepted

that the current insurance schemes

cover no more than around 20% of

the farming population and that this

too is largely limited to farmers who

have availed crop loans. While the

government's stated ambition to

bring at least 50% of the farmers

into the insurance net within 3 years

under the new crop insurance

scheme is to be lauded, it also needs

to be recognized that the vulnerable

population- small and marginal

farmers, tenanted farmers, non-

loanee farmers- will continue to

bear the brunt of the financial

consequences of adverse weather in

the short-term. The insurance

industry and government can work

together to mitigate such financial

impacts and cover the uninsured as

well by way of risk transfer by

governments. Such initiatives can

further be dovetailed into the

Financial Inclusion schemes of the

government.

Such arguments

ignore the value

brought by insurance

in pricing disaster risk

and understate the

economic or indirect

costs of severe

disasters on society.
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A more holistic approach to

assessing the utility of risk transfer

as an important complement and

component in the DRF arsenal is

therefore the need of the hour for

governments. Further, advancement

in technologies such as remote-

sensing has made satellite data of

weather affordable and available

for framing credible risk transfer

solutions. Flood and Drought

insurance based on satellite data

has been increasingly adopted by

governments in Africa and the

Caribbean countries to provide

independent measures of event

severity and to trigger payouts. And

ongoing advancements in

technology as well as improved

modelling by insurers will drive

down costs and basis risk (i.e. risk

of losses on ground differing from

that modelled by event parameters)

of indexed or parametric risk

transfer.

E. Additional Considerations for

Central and State governments

A number of recent policy

developments offer an interesting

backdrop to DRF considerations of

the Central and State governments

in the country:

a. The move towards Cooperative

Federalism and financial

empowerment of States, with

10% higher share of tax revenues

being allocated to states from

2015 following the

recommendations of the

Finance Commission. Grants to

states by way of CSS (Central

Sponsored schemes) have also

been cut down. Part of this

financial empowerment may

well include the need to build

in a disaster-risk financing

framework independently by

State governments.

b. The Fourteenth Finance

Commission has recommended

that should the cess on NDRF be

discontinued or subsumed under

GST (Goods & Services Tax); an

assured source of funding ought

to be ensured by the Union

Government. Given that GST

implementation is more a

matter of time than anything

else, the Central Government

can actively explore risk

transfer to markets as the

funding source for NDRF.

c. The new crop insurance scheme

of 2016 (PMFBY) caps insurance

premiums to be paid by farmers

(at 1.5-2% for crops other than

commercial/ horticulture), with

the rest to be funded by central

and state governments. Also,

the liability of insurance

companies at the national level

is capped at 350% of premiums

or 35% of Total Sums Insured of

yield-based schemes, beyond

which, the funding will have to

be shared between Centre and

States on 50:50 basis. Here too,

risk transfer should be

considered by both Central and

State governments for the

higher severity natural disaster

events that could lead to

payouts over and above the

national level limits of insurers

under the PMFBY.

And last week's directive from the

Supreme court to the government

to set up a National Disaster

Mitigation Fund for drought should

open up another avenue for

discussions of the insurance industry

with the government to explore how

the industry can support the

government's efforts to leverage

funds without having to provide for

the full allocation of budgetary

resources that may otherwise be

required.

It is important too to take note of

developments on the global front

recognizing the impact of Climate

change as well as the explicit role

of risk transfer in mitigating such

impact. Two such initiatives may be

highlighted here:

a. In June 2015, at the G-7 summit,

Climate Risk Insurance found

explicit mention in the leaders'

Declaration. The G7 Climate

Risk Insurance Initiative aims to

increase the number of people

benefiting from direct or

indirect insurance covering the

negative impacts of climate

change induced hazards in low

It is important too to

take note of

developments on the

global front

recognizing the

impact of Climate

change as well as the

explicit role of risk

transfer in mitigating

such impact.
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and middle-income countries by

up to 400 million by 2020,

including by building on existing

risk insurance facilities in

Africa, Asia, Small Island

Developing States, Latin

America and the Caribbean.

Considering that current climate

risk insurance target population

coverage is estimated at 100

million, the 2020 target is

ambitious but not unattainable.

India's insurance industry can

work with the government to

structure risk transfer schemes

to benefit its people and make

use of available funding from

such international platforms.

b. Credit rating agencies such as

S&P are beginning to evaluate

the impact on sovereign and

sub-sovereign ratings (countries

and provinces/ states) from

natural disasters. An S&P report

in September 2015  studied the

impact of earthquakes, storms

and floods with return periods

of 250 years, on the economies

of 48 countries. It concluded

that such events can weaken

sovereign ratings, and suggested

catastrophe insurance as one

way to mitigate the impact on

sovereign ratings.

The rating impact on India as a

country may be relatively low

owing to its size and

geographical diversification.

However, in the context of

States having to manage their

finances more independently,

and given that individual states

are more susceptible to financial

impacts of natural disasters, a

disaster financing strategy will

become key to the financial

robustness of states. As pointed

out in the S&P report, this may

also contribute to more

economic financing as and when

states approach markets to

raise funds for ongoing

expenditure.

Conclusion

A robust Disaster Risk Financing

approach is key to the overall

Disaster Rik Management strategy

of any country. Innovative risk

transfer schemes tailored to the

disaster-management needs of a

country or region, and making use

of latest technologies are being

implemented worldwide. The

insurance sector in India would do

well to collaborate with the Central

and State governments in closing

the Protection Gap and improving

the country's resilience to natural

disasters.

The deadliest Nepal earthquake with a magnitude of 7.8Mw or 8.1Ms  has killed more than 8000

people, injured many more thousands  and made hundreds of thousands of people homeless.

Tremors of this earthquake were also felt on Indian side of border.  Besides property damage,

around 78 people were reported to be killed in India.    It was reported by the global reinsurer

Swiss Re in their Sigma publication that the loss potential of a similar intense event to the

National Capital region where tremors of earthquake felt would result in total losses to the

extent of at least USD 4 billion, which are largely uninsured and under insured risks.

According to NDMA’s report,  59% of the land mass of India is prone to earthquakes of different

magnitudes - 11% in very high risk zone V, 18% in high risk zone IV and 30% moderate risk zone III.

The capital cities of Guwahati and Srinagar are located in seismic zone V, while national capital

of Delhi is in zone IV and the mega cities of Mumbai, Kolkata and Chennai are in zone III. 38 cities

with population of half a million and above each and a combined population of million are

located in these three regions. Of the 7,516 km long coastline, close to 5,700 km is prone to

cyclones and tsunamis and 12% of land is prone to floods and river erosion.

G. Satish Raju, Head GP South Asia,

Swissre Services (P) Ltd., E-mail:

satish_raju@swissre.com
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ISSUE FOCUS

Role of Insurance and Catastrophe Modeling
in Financing Disaster Management

- Naveen Venkat Aachi

I
ndia faces a tremendous

challenge in understanding and

minimizing the growing

“protection gap” that exists

between economic losses, insurable

losses, and insured losses when a

natural disaster strikes. Property

and population have been increasing

exponentially in the past decade.

In turn,the likelihood of potential

losses from a disaster also has been

increasingdue to a lack of

understanding and poor

management of the risks involved.

For instance, more and more

properties are being constructed in

high-hazard areas, such as near an

earthquake fault line, along the

coast, and in flood-prone areas.

Given the competitive rates for

protection from natural disasters in

India, insurance companies are

unable to price these risks fairly

based on their true loss potential.

At the same time, the insured often

do not understand the potential

threats to their property from

natural disasters and either avoid

insurance or underinsure property.

These circumstances provide a

growth opportunity for insurance

companies and opportunity for the

regulator to reducethe insurance

protection gap.

Understanding the Protection Gap

India has witnessed some major

catastrophes in the last few years.

Figure 1 highlights the gap between

the economic and insured losses

from some of the recent major

catastrophe events. Insured losses

are the losses incurred by the

insurance companies. Insurable

losses are those that could arise

from all exposures eligible for

insurance coverage assuming

standard limits and deductibles. If

we add the losses from non-

insurable sources—such as

infrastructure and lost economic

productivity—to the insurable

losses, we get the “economic”

losses.

In order to get a comprehensive

view of catastrophe risk worldwide,

AIR has been releasing the global

Figure 1. Economic and insured losses from recent major catastrophes in

India, with the percent of uninsured losses—the protection gap

percentage—indicated.  (Source: Swiss Re Sigma Reports)



IR
D

A
I 

jo
ur

na
l M

ar
ch

  
20

16

24

industry exceedance probability

(EP) curve annually since 2012. The

global industry EP curve can be used

by companies to get an aggregate

view of the risk on a global scale,

as well as to help risk managers

contemplate if the global industry

is prepared for losses from natural

catastrophes. In the 2015 update to

the report,AIR presented the EP

metrics on both an insurable and

insured basis.A large difference

between insurable and insured

losses indicates inadequate

preparation for natural disaster

response. For the insurance

industry, this difference presents

opportunities to offer essential

protection to vulnerable home and

business owners, in addition to

avenues of potential business

growth.

The percentage of average annual

insurable losses that are insured by

region is shown in figure 2. The

difference is most pronounced in

Asia, where insurance penetration

remains very low.

Using Models to Anticipate

Catastrophe Losses

By definition, catastrophes have low

frequency and high severity.

Traditional actuarial methods are

inefficient in estimating the losses

from future catastrophes because of

the scarcity of historical loss data

and the constantly changing

landscape of properties.

Catastrophe models, however,can

help companies and public entities

anticipate the likelihood and

severity of potential future

catastrophes before they occur so

the cost of recovery can be

anticipated. Insurance companies,

for example, use the output from

catastrophe models to set insurance

rates and establish underwriting

guidelines, analyze the effects of

various policy conditions, make

reinsurance purchasing decisions,

and optimize their portfolios.

Most of the damage from cyclones

Phailin and Hudhud (see Figure

1)resulted from wind. While insured

losses from Cyclone Phailin were

relatively modest, Cyclone Hudhud

caused significantly more in insured

losses (as well as in economic

losses). If either of these events had

affected more-populated states of

India—conditions that can be

assessed with catastrophe models—

both economic and insured losses

would have been a lot higher.

Figure 2. Percentage of average annual insurable losses that are insured

by region. (Source: AIR 2015 Global Modeled Catastrophe Losses)

Figure 3. Insurable and insured global AAL by peril. (Source: AIR 2015

Global Modeled Catastrophe Losses)

Figure 3 shows the contribution of different perils to the insurable and

insured global average annual loss (AAL).
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The recent earthquake in Nepal

highlighted the high potential

damage from earthquakes in the

Himalayan region, another peril that

can be assessed with catastrophe

models.

The AIR Cyclone Model for India

captures the losses from both wind

and precipitation-induced perils.

The AIR Earthquake Model for India

captures losses from both shake and

liquefaction. To support these

models, AIR has developed an

industry exposure database (IED) for

India, which details where insurable

exposures are present within the

country.

Benefits of High Insurance

Penetration

On a regional basis, the percentage

of economic loss from natural

disasters that is insured varies just

as the percentage of insurable loss

that is insured (shown in figure 2).

In North America, for example,

about half of the economic loss from

natural disasters is insured, while

in Asia and South America, which

have much lower take-up rates than

North America, insured losses make

up just 8% and 13% of economic

losses.As shown in Figure 4, which

compares combined cyclone and

earthquake insured, insurable, and

economic losses for India at the AAL

level and at selected return periods

between 20 and 500 years, a low

take-up rate places a tremendous

burden on governments and other

sources of financing to pay for

catastrophe recovery.

Conclusion – Important To Bridge

the Protection Gap

Globally, the economic losses from

catastrophes can exceed insured

* To arrive at the Economic losses, Insured losses for India have been

divided by 8%, the factor for Asia.

Figure 4: A comparison of insured, insurable and economic losses from

cyclone and earthquake catastrophes in India, combined(Source: AIR)

losses by a sizable amount,

depending on the region and peril.

In the public sector, governments

are increasingly recognizing the

importance of moving from ex-post

to ex-ante risk management,

especially in countries where a risk

transfer system is not well

established. Economic loss

estimates can be used to facilitate

public risk financing and the

development of regional resiliency

plans to help societies better

prepare for catastrophes, as well as

to reduce the ultimate costs.

Insurance can help reduce the

burden of economic recovery on

governments after a natural

catastrophe strikes.It also helps the

economy get back on track faster.

Countries with high insurance

penetration, like Japan, many

European countries, and the United

States, likely will return to their

normal functioning faster than

countries with low insurance

penetration after disaster strikes.

Finally, with high penetration comes

better preparedness, since

insurance involuntarily leads to

better data collection and hazard

assessment, which can be used by

governments to be better prepared

for a disaster.

Naveen Venkat Aachi, Manager at

Verisk Analystics India Pvt. Ltd.,

Email: naachi@air_worldindia.com
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ISSUE FOCUS

Urban Flood Risk in India

- Pushpendra Johari

I
ndia, a peninsular country

surrounded by the Arabian Sea,

Indian Ocean and the Bay of

Bengal on three sides, faces a big

flood risk due to an erratic monsoon

season, huge coast line that is

exposed to cyclones and

innumerable rivers. Out of a total

geographical area of 329 million

hectares, 40 million hectares is

prone to floods. Almost every year,

multiple floods of varying

magnitude hit some part of the

country, causing significant damage

to property and lives. On an

average, every year 7.5 million

hectares of land is affected, 1600

lives are lost and the damages of

Rs. 18 billion are caused to crops,

houses and public utilities (NDMA,

2008).

In last two decades, there has been

a significant surge in urban floods

across cities in India - Ahmadabad

(2001), Delhi (2002, 2003), Chennai

(2004, 2010, 2015), Mumbai (2005),

Bengaluru (2005), Surat (2006),

Kolkata (2007), Jamshedpur (2008),

Srinagar (2014). The urban floods

cause considerable damage to the

property and life which in turn

triggers large insurance claims. The

Mumbai 2005 and Surat 2006 events

are a case in point, with estimated

claims of about INR 5000 Cr and

3500 Cr respectively. The most

recent Chennai Floods in 2015 is also

expected to generate claims

between INR 3500 to 5000 Cr.

Urban floods are a result of

combination of one or more of the

following reasons:

Meteorological Factors

• Rainfall

• Cyclonic storms

• Climate change affects

magnitude and frequency of

rainfall and resulting into flood

Hydrological Factors

• Soil moisture conditions

• Ground water level before storm

• Surface Infiltration capacity

• Slope and surface roughness High

tide

Human Factors

• Change in land use

• Obstructions in flood plain

• Lack of flood control measures

• Improper and poor  maintenance

of drainage

The Chennai Event

To understand the flood risk to

prevailing in major urban

agglomerations in the country, RMSI

used its India FloodRisk™ model to

simulate the flood extent and flood

depth losses for the Chennai event

on real time basis. The same was

shared with the Indian Insurance

industry through event advisories.

Using the final extents RMSI

estimated a loss of about INR 3,500

Cr from the event. The event loss

map shows maximum losses in MGR

Nagar, Thygarayanagar, Chennai

central and Parry’s corner.  Tidel

Park, Taramani, Triplicane,

Royapettah, Guindy, K.K Nagar, Anna

Nagar and Tondiarpet are expected

to have suffered losses ranging

between ̀ 90-110 crores each. While

Tidel Park and Taramani are  home

to major IT parks in the state with

well developed residential

exposure, Tondiarpet, Triplicane and

Royapettah have commercial and

residential exposure, and K Nagar

and Guindy have all types of

exposure.

Post Disaster Survey

After the event RMSI conducted a

post disaster survey by a team of
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experts comprising civil engineers

and flood modelers. The objective

of the survey was to capture flood

depths at various places using the

high water marks left on the

buildings and get a better

understanding of the business

interruption to calibrate and

validate our flood loss model (India

Flood Risk™). Over 100 post disaster

survey samples covering 30

locations in and around Chennai

were collected.  The Modeled v/s

Observed Flood Depths map shows

a comparison between the observed

flood depths as recorded at various

locations on the ground and the

modeled flood depths. At

Perumbakkam, Tambaram,

Santhome, IT parks/East coast road,

and Adyar locations there is an exact

match between the modeled and

observed flood depths. At all other

locations the variation between the

modeled and observed flood depths

is within 10%.

Reasons for flooding in Chennai

Based on the survey findings,

Chennai flooding could be

attributed to the following reasons:

• Heavy rainfall associated with

depressions or cyclonic storms

• Two major rivers with reduced

water carrying capacity

• Failure of drainage systems

• Increased impervious surface

• Water bodies reduced from 150

in 1923 to 27 by 2015

• Encroachment along major

waterways (River Cooum, River

Adyar and Buckingham canal)

In addition to Chennai, RMSI used

its India FloodRisk™ model to

simulate 100 year return period

flood losses for major cities in India.

The figure shows the loss estimates

for Top 10 cities in India.

Minimizing Future Losses

It is possible to mitigate the impact

of such catastrophes, by adopting

NAT CAT modeling and adopting

better risk management practices.

This includes:

Fig.1: Modeled Chennai Flood Losses

Fig. 2: Modeled v/s Observed

Flood Depths Map

• Exposure modeling for optimal

retention – optimal target

portfolio design, setting

accumulation limits, monitoring

of limits

• Stress testing of net retention

scenarios – PML scenarios,

combined loss scenarios from

different perils

• Development of NatCat Loss Cost

by peril, occupancy and type of

structure

• Early intelligence on NatCat

losses from events for better

claims handling

• Detailed risk location and

attribute information for better

risk estimation

• Developing rating zones and

designing products basis the

estimation

 Fig. 3: Top 10 City 100 year

scenario Losses

Pushpendra Johari, Vice President

– Risk and Insurance, RMSI, email:

pushpendra.johari@rmsi.com



IR
D

A
I 

jo
ur

na
l M

ar
ch

  
20

16

28

Tete-a-Tete with

A
ccording to International

Disaster Database about 346

natural disasters were

reported, taking lives of 22773

people, affecting another 98.6

million people and inflicting

economic loss of around US$ 66.5

billion in the year 2015 only. There

is an onus on the respective

governments to find a way in order

to ensure the effective

rehabilitation process after such

natural perils. And this process of

rehabilitation of the affected is

facilitated by the Insurance Industry.

If the above staggering numbers are

not enough to show the impact of

disasters on world economy and

human life, there is a single peril

which can shame the numbers put

above by all natural disasters

combined. This peril which took

away over 32500 lives and with

economic loss of US$ 52.9 billion

spread across 93 countries in the

year 2014 itself is Terrorism. It is of

great concern that even though

terrorism posed a very adverse

impact, it remains uninsurable by

the private insurance market

worldwide until respective

governments pitched in with laws

and regulations.

The terrorist attacks on World Trade

Centre of September 11, 2001,

drastically changed the way the

insurance industry viewed the

terrorism risk. Before this

event,generally insurers did not

exclude or charge separately for

terrorism risks coverage for

commercial property and casualty

policies. After September 11, 2001,

insurers and reinsurers started

excluding the coverage as the

impact of the terrorist attack was

substantial,insured losses from

World Trade Centre attack alone ran

up to $32.5 billion as can be seen

from Fig [1]. Claims were paid

across various LOBs of insurance,

including life, property, workers

compensation, aviation and liability

and loss of profit due to

interruption. As the risk of loss from

a catastrophic terrorist event was

unacceptably high, Insurers started

charging policyholders premiums to

cover the expected losses from

claims, as well as expenses, which

includes administrative costs, and

for the cost of capital to cover

unexpectedly high losses for the

insurance company. In this

A new kid in town
- Terrorism Risk Insurance

- Rohit Agarwal

Figure 1: Claims distribution by LOBs type of insurance

from Sept 11 terrorist attack; Total: $32.5 billion

Source: Insurance Information Institute
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aftermath of exclusion or exorbitant

increase in premiums, the real

estate industry envisioned a

negative future with investment

hard to come by without enough

insurance coverage. Governments&

regulators across the globe relooked

intotheir terrorism risk and created

avariety of approaches to reinstate

the insurance blanket through

various mechanisms which will be

dealt later in this paper.

Terrorism Risk and where India

stands

The scope of Terrorism Risk Cover

depends on the very definition of

terrorism and the applied

exclusions. If we compare the

definition of terrorism across

different countries, we can see

disparity between them as every

country defines terrorism based on

its risk exposure from domestic or/

and separatist terrorism threats. So

it becomes very important for

corporate/individual buyers to

understand the scope of coverage

that isbeing offered and its

sufficiency according to their needs.

In India the definition of Terrorism

goes as “Act of terrorism is defined

as an act or series of acts, including

but not limited to the use of force

or violence and/or the threat

thereof, of any person or group(s)

of persons, whether acting alone or

on behalf of or in connection with

any organization(s) or

government(s), or unlawful

associations, recognized under

Unlawful Activities (Prevention)

Amendment Act, 2008 or any other

related and applicable national or

state legislation formulated to

combat unlawful and terrorist

activities in the nation for the time

being in force, committed for

political, religious, ideological or

similar purposes including the

intention to influence any

government and/or to put the public

or any section of the public in fear

for such purposes.”

According to the “Global Terrorism

Index 2015” by the Institute for

Economics and Peace (IEP) there is

an upward trendin terrorist activity

globally. Some of the key findings

of the report are as follows:

• There is an increase in Terrorist

activity by 80 per cent in 2014

to its highest level

• Number of countries

experiencing a terrorist incident

increased to 93 in 2014 up from

88 in 2013

• More countries are now exposed

to high levels of terrorism

• Terrorist attacks on private

citizens are increasing

• In the Western countries, recent

terrorist attacks are

perpetuated by lone wolf

attackers

• This attacks are giving rise to

refugee movement and internal

displacement

• The economic cost of terrorism

stood at US$52.9 billion,

itshighest ever level in 2014

• The costs of containing

terrorism are much greater at

around US$117 billion

This shows a very grim picture of

the future with rise in terrorism

across the globe at this astounding

pace. This also raises the nature and

scope of terrorism risk which the

countries are facing in the near

future.

In last fifteen years,India is ranked

14 times in the top ten formost

affected countries by terrorism

according to the Global Terrorism

Index 2015 by IEP, all this for being

a part of troubled neighbourhood.

Also according to Aon’s guide to

Terrorism & Political Violence risk

2016, terrorism threat in India

remains high. Around 188 attacks

were carried out by various Maoist

factions, ethno-separatist groups,

and domestic and regional Islamist

groups in 2015 itself. The attacks

killed 145 people and 241 left

wounded. Around 50% of attacks in

2015 targeted government, military

and security personnel and

interests. Only around 13% of

attacks were against business

interests, particularly targeting

construction and electricity

infrastructure in sabotage attacks.

Nearly all of these occurred in areas

where Maoist and ethno-separatist

groups operate in central, eastern

and northeastern states.

But this picture will change in future

keeping in trend with the Western

countrieswhere there is a rise in

terrorist attacks on private citizens

and public gatherings. This is a

significant shift from previous

trends when terrorist attacks were

more on government institutions

like police, and military. With major

high-profile international attacks
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targeting tourism related sectors

and crowded public spaces,

terrorism has re-emerged as a

significant business risk over the

past year as can be seen from Fig

[2].

Why there is a need for Terrorism

Risk

With ever increasing terrorism

threat, organizations across the

world should considerto create a

comprehensive terrorism risk

coverage buying additional lines of

insurance together.

For any terrorism risk insurance, the

basic coverage includesboth

property damage and business

interruption. But with increased

terrorist activities organizations

canseekcoverage for employers’

liability as well as third party

liability, depending on their

regulatory environment. Coverage

can also include event cancellation,

threats that impact operations

(actual or assumed), non-damage &

contingent business interruption.

With increasing events of mass-

casualty attacks like Charlie Hebdo,

Boston blasts etc. firms may also

want to consider death in-service

benefits planning, as well as

personal accident and business

travel accident coverage for

travelling employees who may be

affected by international terrorism

events. Also kidnap and ransom

(K&R) coverage can be included.

As the spectrum of potential

impacts has become broader than

ever before, risk managers are face

with increasing challenges to stay

ahead of the threat.

The Difficulty of Insuring Terrorism

Risk:

Afterthe terrorist attacks of 9/11,

the problem for Berkshire Hathaway

and other large property and

casualty insurance companieswas

aptly described by Warren Buffet as

below: “We did not price for

manmade mega-cats, and we were

foolish in not doing so. In effect,

we, and the rest of the industry,

included coverage for terrorist acts

in policies covering other risks-and

received no additional premium for

doing so. That was a huge mistake."

This happened because terrorism

risk insurance was a de facto

coverage offered to policyholders

with standard policies without being

Source: Aon’s guide to Terrorism & Political Violence risk 2016

Figure 2: Top six targeted business sectors in 2015

Figure 3: Relationship of Terrorist Threats to Particular Lines of Business

Source:Krimgold, Fredericket.al.Insurance, Finance, and Regulation

Primer for Terrorism Risk Management in Buildings.
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seperately priced, modeled, or

contractually termed. However, it

was not for lack of any experience

with terrorism-related events but,

due to huge amount of  insurance

losses from single terrorist activity

and the probability of risk cannot

be ascertained so it was not

explicitly mentioned in standard

policies and hence the cost for

providing such coverage to firms

was never calculated.

Terrorism risk in its inherent nature

is so fundamentally different from

other risks, making it uninsurable

by the insurance industry and thus

requiring a government solution.

Lack of publicly available data

about the probability and severity

of terrorist act makes terrorism risk

uninsurable.

According to Emmett J. Vaughan

and Therese Vaughan, Fundamentals

of Risk and Insurance, there are four

ideal elements of an insurable risk:

1. Asufficiently large number of

insured to make losses

reasonably predictable;

2. losses must bedefinite and

measurable;

3. losses must be accidental or

fortuitous; and

4. losses must not becatastrophic

So now we can check the insurability

of terrorism risk on these

parameters:

1. Assessibility – Terrorism being a

low frequency, high severity risk

, historical data are helpless in

calculating future risk

probability

2. Randomness – Terrorist attacks

are being taken out on a purpose

to maximise damage and to

surprise so doesn’t fall under

same as perils having random

pattern of occurence

3. Mutuality – Each terrorist attack

are independent of each other

due to differences in hazard

exposure, such diversity

hampered the cause of

ascertaining insurability of risk

4. Economic feasibility– As

quatification of terrorism risk is

unpredictable so the economic

feasibility of insurers.

Based on the aforementioned

parameters, we can say that

terrorism risk posed specific

challenges to risk managers and

insurers as below:

Firstly, terrorist attacks has the

potential to inflicthuge losses due

to its evolving nature.

Secondly, given the risk uncertainty

the pricing of terrorism insurance

is difficult. Even recently developed

terrorism risk models can only

specify insurer’s potential exposure

to losses not the estimation of the

likelihood of occurrance. Where we

have publicly available historical

databases and studies for

catastrophic risks such as natural

hazards, federal agencies don’t

disclose data on terrorist activities

and threats forthe purpose of

national security. This poses a

hindrance in predicting future

terrorist attacks.

Thirdly, the risk of future terrorist

attacks depends on the terrorists’

will to attack and their chosen

modes. Terrorism risk depends on

actions taken by both the private

and government sectors and is

continuously evolving, makingit

difficult to estimate future

terrorism risk.

A fourth challenge arises in pricing

terrorism risk insurance due to

theexistence of linkage between

firms exposed to this risk. The

susceptibility of one organization,

sector or country depends not only

on its own security measures, but

also on the actions of other agents

in the network. Failures ofa weak

link in a networked system can have

devastating impacts on all partsof

the system.

IMTRIP: India’s solution for

Terrorism Risk Coverage

Following the upheaval in the

Insurance Industry worldwide post

9/11 and subsequent withdrawal of

insurance and reinsurance

coveragefor terrorism risk in the

international market, Indian

insurers had a choice of either going

with the industry for the non-

availability of terrorism cover or

organizing the cover pool internally.

In order to be self-reliant, all the

non-life insurance companies in

India then joined hands in April 2002

and established the Indian Market

Terrorism Risk Insurance Pool

(IMTRIP). The Pool has now

completed13 years of successful

operations.The Pool being

administered by GIC Re has all

Indian non-life insurance companies

and GIC Re as its members. Pool

members share the entire terrorism

risk on Property Insurance policies.
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The Pool Underwriting Committee

determines terms of cover, premium

rates, and deductibles. All members

provide capacity to the Pool in

specified shares. Reinsurance

protection is taken on excess of loss

basis. Pool results i.e. investment

income and losses are shared among

them in same proportion as the

capacity provided.

According to IRDA Annual report

(2015), “the limit of indemnity per

location has been enhanced to ?1500

crores from 1 April 2014, against the

previous level of ?1000 Crores. The

premium rates have been revised

downward under the Terrorism Pool

arrangement from the same date.

To improve the market penetration

for Terrorism Risk Insurance

commission of upto 5% on Terrorism

premium was allowed from

01.01.2014 for Terrorism Insurance

business procured through Brokers/

Agents.”

Also “The Pool’s premium income

for 2014-15 was `472.33 crore

compared to ̀ 471.13 crore in 2013-

14. The claims paid by the Pool

during 2014-15 were ̀ 2.58 crore. No

major losses were reported to the

Pool during 2014-15.”

IMTRIP: Premiums, Administrative

expenses, Insured Classes

&Exclusions

With the formulation of the

insurance pool, terrorism was made

available as a separate add-on cover

and optional brought at the

discretion of the insured at

additional premium. The rate of

premium varies as per the latest

guidelines by IRDAI from 1st April,

2014. The premium rate varies from

`0.50per mille to `0.23per mille on

the total sum insured (TSI) of the

property for Residential/Non-

Industrial/Industrial buyers. Also

there is a provision for an Add-on

Covers for Start-up expenses and

Figure 4: IMTRIP Membership over the years

Source: IRDA Annual report

Alternate Accommodation within

the limit of `1500 crore.

The pool employs 5 staffs to carry

out work relating to collection of

the premiums and fees, purchasing

private reinsurance, and paying

claims. The costs for carrying out

these responsibilities are 1% of

premiums.

The insurance classes presently

covered under pool are Fire,

Industrial All Risks (IAR), Fire section

of package, Property section of

Engineering/Project insurances

including Erection All Risk (EAR),

Marine Cum Erection (MCE), Storage

Cum Erection (SCE), Contractor’s All

Risk (CAR), Contractor’s Plant

&Machinery(CPM), Electronic

Equipment Insurance (EEI), Civil

Engineering Completed Risk (CECR),

On-shore drilling rig

equipment,Property Sections of

Miscellaneous policies ,On-shore

assets of Port Package policies.

The insurance classes which are

excluded are Risks other than

property in Fire & Engineering class,

Source: IRDA Annual report

Figure 5: Growth in IMTRIP Indemnity/Location Capacity over the years
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Risks other than property sections

of miscellaneous class as defined by

IRDAI.[7]

Terrorism Risk Insurance plans

across various countries

The terrorism risk insurance

program for various countries can

structurally varied as per three

broad categories:

1. A multilayered structure where

everyone from insurers,

reinsurers and governments

provides coverage based on

level of risk, like in Australia and

the United Kingdom (UK)

2. Government entities provide all

the coverage for terrorism risk,

and insurers and reinsurers do

not take on any risk like in Spain

and Israel

3. Coverage is provided byInsurers

and reinsurers entirely and the

government has no financial

liability like in Austria and India

On the other hand the U.S. program

TRIPRA (Terrorism Risk Insurance

Program Reauthorization Act)

involves coverage from the

government as well as insurers, but

it does not have any provision of

reinsurance.

Conclusion

In recent years with the increase in

terrorist activities in India

territories there is a huge surge in

demand for insurance against

terrorist risk either as an add-on

provision or standalone terrorism

insurance. Under such recent

terrorist activities, the attack on

the Taj Palace & Oberoi’s Trident in

Mumbai on 26-29 November 2008

was first major claim related to

terrorism in India. The total amount

of financial losses from the 2008

Mumbai attacks was $321 million

(INR 3,769 million), and the

poolpaid $128 million (INR 1,500

million)as per then limit.

Subsequently the limit of the IMTRIP

was extended on year on year basis

depending on the risk emanating

from increased terrorist activities.

Another area of growing concern is

of cyber terrorism, which remains

excluded from any type of insurance

coverage. Cyber terrorism can occur

imminently and posed gravest

security risks to critical

infrastructure- like water,

electricity and gas.

So as a buyer of insurance coverage

for either individual or businesses,

one should be very clear of their

requirements and should be able to

read the fine prints on the policy

offered by Insurance agency about

the inclusion and exclusion. As even

a single strike of terrorism can pose

a huge amount of losses for the

insured.
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AmnXmAm| H$s C^aVr MwZm¡Vr - AmnXmAm| go AmKmV-
ghZr`Vm VH$

d¡km{ZH$ gmú` Ho$ ̂ ma Am¡a {dÎmr` àUmbr Ho$ J{V{gÕm§V H$m g§̀ moOZ
`h g§Ho$V H$aVm h¡ {H$ g_` H$s nyU©Vm _| Obdm ẁ n[adV©Z {dÎmr`
AmKmV-ghZr`Vm Am¡a XrK©H$m{bH$ g_¥{Õ Ho$ {bE g§H$Q> n¡Xm H$aVm
h¡ - _mH©$ H¡$Zu, JdZ©a, ~¢H$ Am°\$ B§½b¢S> Ed§ AÜ`j, {dÎmr` pñWaVm
~moS>©Ÿ&

A{ZpíMVVm go ~r_o H$m OÝ_ hwAm h¡Ÿ& hm{Z Mmho OrdZ H$s hmo `m
g§n{Îm H$s, Am` H$s AWdm {H$gr AàË`m{eV ì`` H$s, A{ZpíMVVm
Vmo gm_mÝ` H$maH$ h¡Ÿ& `hr ~mV àmH¥${VH$ AmnXmAm| na ^r bmJy hmoVr h¡Ÿ& na§Vw A§Va Bg VÏ` _| {Z{hV h¡ {H$ àmH¥${VH$ AmnXmAm|
Ho$ _m_bo _| g§̂ m{dV hm{Z H$m n[a_mU-{ZYm©aU AnojmH¥$V A{YH$ H${R>Z h¡ Ÿ& Am¡a, CZHo$ H$maU Omo hm{Z hmoVr h¡ CgH$s _mÌm Ho$
g§X ©̂ _| ~r_mH$Vm©Am| Ho$ VwbZ-nÌm| na AZW©H$mar à^md hmo gH$Vm h¡Ÿ& CXmhaU Ho$ {bE hmb hr _| V{_bZmSw> _| Omo ~m‹T> AmB© h¡,
CgHo$ H$maU ~r_mH$Vm©Am| H$mo bJ^J 4,800 H$amo‹S> én ò Ho$ Xmdm| H$m {ZnQ>mZ H$aZm n‹S>mŸ&

Bg àH$ma, Xmo àH$ma H$s MwZm¡{V`m± C^aVr h¢ O~ h_ àmH¥${V AmnXmAm| Ho$ ~r_o Ho$ g§~§Y _| ~mV H$aVo h¢ - EH$ Vmo g§̂ m{dV {dÎmr`
hm{Z Ho$ n[a_mU H$s, {Oggo n`m©á àr{_`_ H$m {ZYm©aU {H$`m Om gHo$; Am¡a Xygar Eogo Omo{I_ Ho$ C{MV {dñVma H$s, {Oggo hm{Z
H$s pñW{V _| H$moB© ^r ~r_mH$Vm© AZw{MV X~md _| Z Am òŸ&

O¡gm {H$ h_ g~ g_PVo h¡, ~r_o H$m _yb ŷV {gÕm§V ~‹S>r g§»`mAm| H$m {Z`_ h¡Ÿ& AV: g_mYmZ ~r_o Ho$ ì`mnZ _| d¥{Õ VWm
~r_mH$Vm©Am| Am¡a nwZ~u_mH$Vm©Am| Ho$ g§~§Y _| ~r_majm àmá Omo{I_m| H$s ì`{á H$aZo _| h¡Ÿ& ^maV _| ~r_o Ho$ {df` _| OmJéH$Vm H$_
h¡, {deof ê$n go gmYmaU ~r_m I§S> _| {OgHo$ H$maU ~r_m ì`mnZ Ho$ ñVa {ZåZVa h¢Ÿ& `h g^r {hVYmaH$m| Ho$ {hV _| hmoJm {H$ do
AnZr e{º$ ~r_ma{hV OZg_wXm` H$mo ~r_o H$s n[a{Y _| bmZo H$s {Xem _| bJmE±Ÿ& hmbm±{H$ `h EH$ H${R>Z H$m ©̀ àVrV hmo gH$Vm h¡,
bo{H$Z bmoJm| Ho$ Am` ñVam| Am¡a _ZmoXem H$mo XoIVo hþE, _wPo {dídmg h¡ {H$ àmH¥${VH$ AmnXm H$s pñW{V _| ~r_m Ho$ bm^m| Ho$ ~mao _|
OZgmYmaU H$mo {e{jV H$aZo H$s {Xem _§ g§J{R>V àgm` {H$ ò OmE± Vmo CZHo$ n[aUm_ñdê$n ì`mnZ Ho$ ñVam| _| H«${_H$ d¥{Õ hmoJrŸ&

BgHo$ Abmdm, ZdmoÝ_of Am¡a Amdí`H$VmZwén V¡̀ ma {H$ ò J ò CËnmX Omo {d{^Þ àH$ma Ho$ bmJm| H$s {d{eï> Amdí`H$VmAm| H$mo nyam
H$aVo h¢, ^r A{YH$m{YH$ bmoJm| H$mo ~r_m ajm Ho$ Xm`ao _| bmE°R>JoŸ& gab Am¡a gmgmZr go g_PZo `mo½` CËnmXm| H$m {Z_m©U Am¡a Eogo
CËnmXm| Ho$ {bE {dVaU Ho$ ZoQ>dH©$ H$m {d{dYrH$aU, J«m_ n§Mm`Vm|, n[afXm|, ñWmZr` {ZH$m`m| Ho$ gmW nam_e© Am¡a CZH$mo {dídmg
_| boZm Eogo AÝ` Cnm` h¢ {OZHo$ g§~§Y _| ~r_majm H$s d¥{Õ H$aZo Ho$ {bE {dMma {H$`m Om gH$Vm h¡Ÿ& _wPo Amem h¡ {H$ g^r
{hVYmaH$ BZ nhbwAm| na qMVZ H$a|Jo Am¡a AmnXmAm| H$s C^aVr MwZm¡Vr Ho$ à{V AmKmV-ghZr`Vm {Z{_©V H$aZo Ho$ {bE Cn ẁº$
g_mYmZm| Ho$ gmW AmJo AmE±JoŸ&

Cn ẁ©º$ n¥ð> ŷ{_ H$mo Ü`mZ _| aIVo hþE, OZ©b Ho$ AJbo A§H$ H$m \$moH$g ''~r_m OmJê$H$Vm Am¡a ~r_m joÌ Ho$ {dH$mg H$s {Xem _|
nhbo'' na hmoJmŸ&

Q>r.Eg. {dO`Z
AÜ`j

àH$meH$ H$m g§Xoe
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àË òH$ ì`{º$ Ho$ {b ò `h AË §̀V hr Amdí`H$

h¡ {H$ dh {dÎmr` AmnXm à~§YZ H$a|Ÿ& Z Ho$db

ì`{º$ ~pëH$ amÁ` Ed§ H|$Ð gaH$ma ^r {dÎmr`

AmnXm à~§YZ H$s ì`mnH$ ì`dñWm AnZo joÌ

Ho$ Jar~ bmoJm| Ho$ {b`o Adí` H$a| {Oggo

Am{W©H$ j{V H$s ̂ anmB© H$s Om gHo$Ÿ& ̀ hm± Ü`mZ

XoZo `mo½` VWm `h h¡ H$s {dÎmr` AmnXmAm| Ho$

{d{^Þ ñdén hmo gH$Vo h¡Ÿ& CXhmaU Ho$ {b ò

{H$gr ì`{º$ H$s AmH$pñ_H$ _¥Ë ẁ hmo OmZo na

CgHo$ Am{lVm| Ho$ {b ò {dÎmr` g_ñ`m hmo gH$Vr

h¡, {H$gr dmhZ Ho$ XwK©Q>Zm K{Q>V hmoZo na, {H$gr

Ho$ Ka _| Mmoar/AmJ bJZo na, {H$gr  {H$gmZ

H$s \$gb ZwH$gmZ hmoZo na BË`m{X Ho$ Abmdm

^r {dÎmr` AmnXm Am gH$Vr h¡, naÝVw BZ g~go

H$ht A{YH$ {dÎmr` AmnXm àmH¥${VH$ AmnXmAm|

Ho$ hmoZo go hmoVr h¡Ÿ& {OgH$m Z Ho$db ñdén

AË §̀V ~‹‹S>m hmoVm h¡ ~pëH$ A{YH$ _mÌm _| OrdZ

H$mo gm_mÝ` ê$n _| bmZo Ho$ {b`o KZ H$s

Amdí`H$Vm hmoVr h¡Ÿ& _mZd OrdZ Am¡a

AmnXm |̀ EH$ hr {g o̧$ Ho$ Xmo nhbw h¡Ÿ& gånyU©

n¥Ïdr na em`X hr H$moB© ì`{º$ hmo {OgZo

{dÎmr` AmnXm à~§YZ _|
~r_m H$s Cn`mo{JVmŸ&

- S>m° AO` Hw$_ma {_lm

AmnXmAm| H$mo Z _hgyg {H$`m hmoŸ& AWm©V _mZd

OrdZ H$m EH$ qM{VV Am¡a A{^Þ A§J AmnXm |̀

^rh¡Ÿ& AmnXmAm| H$m ñdén AbJ-AbJ hmo

gH$Vm h¡ naÝVw n[aUm_ g^r AmnXmAm| H$m

^`mdh hr hmoVm h¡Ÿ& Hw$N> AmnXm |̀ _mZd {Z{_©V

hmoVr h¡ O~{H$ Hw$N> AmnXm |̀ àH¥${V Ûmam H$s

OmVr h¡Ÿ& _mZd OrdZ H$mo AmnXmAm| Ho$ nümV

{Z`{_V H$aZo _| g~go AË`{YH$ `moJXmZ YZ

H$m hmoVm h¡Ÿ& CgHo$ VËnümV _mZd H$s AnZr

BÀN>me{º$, ghZe{º$, n[apñW{V`m| _|

gm_§Oñ` ~ZmH$a dV©_mZ _| OrZm Am¡a ^{doî`

Ho$ {b ò A{J«_ Amdí`H$ H$m ©̀dmhr H$aZm AmVm

h¡Ÿ& AmnXmAm| Ho$ {d{^Þ ñdê$nm| _| Ohm± OrdZ

H$mo nwZ: nQ>ar na bmZo H$s Amdí`H$Vm hmo Am¡a

Cg Amdí`H$Vm H$s ny{V© Ho$ {b`o YZ H$s

Amdí`H$Vm hm o R>rH$ dhr go ~r_m H$s

Amdí`H$Vm H$mo à~b ~b {_b OmVm h¡Ÿ&

AWm©V _mZd OrdZ H$m A{^Þ A§J ~r_m h¡,

Omo {d{^Þ _mÜ`_m| O¡go - ì`{º$ ~r_m, g_yh

~r_m, gmYmaU ~r_m, AmnXm à~§YZ ~r_m,

H¥${f ~r_m Am¡a Z OmZo {H$VZo ñdê$nm| _| _mZd

H$mo Am{W©H$ ZwH$gmZ H$mo Z Ho$db ghZo H$s

e{º$ àXmZ H$aVm h¡ ~pëH$ OrdZ H$mo AmJo

~‹T>mZo _| Am{W© Amdí`H$VmAm| H$s ny{V© H$aVm

h¡Ÿ& g§gma Ho$ g_ñV {Zdoe Ho$ gmYZm| _| EH$bm¡Vm

{Zdoe H$m gmYZ ~r_m hr h¡ Omo {H$gr OZ H$s

AZwnpñW{V _| Am{W©H$ ê$n go CZHo$ Am{lVm|

H$mo _O~yV H$aVm h¡ {Oggo dmo OrdZ H$mo ~ohVa

~Zm gH$Vo h¡Ÿ& Bgr{b`o H$hm J`m h¡ ~r_m

~o{_gmbŸ h¡Ÿ& àmH¥${VH$ AmnXmAm| go YZ Am¡a

OZ XmoZm| H$s hm{Z hmoVr h¡Ÿ& OZ hm{Z H$m {nN>bo

H$B© XgH$mo H$m {ddaU {MÌ g§»`m EH$ _|

àX{e©V h¡Ÿ& `hm AmH$S>o ñd §̀ _| `h gmoMZo H$mo

{dde H$a aho h¡ H$s AmnXm |̀ {H$VZr ^`mZH$

hmoVr h¡Ÿ&

g‹S>H$ XwK©Q>Zm, Mmoar, Agm_{`H$ _¥Ë ẁ, _o{S>H$b

Amdí`H$Vm, Ho$ {Z`{_V AmnXmAm| Ho$

A{V[aº$ AmnXmAm| Ho$ ~‹S>o ñdén H$mo `{X

{d^{OV {H$`m Om` Vmo Xmo ^mJm| _| {d^m{OV

{H$`m Om gH$Vm h¡Ÿ &. àmH¥${VH$ AmnXm ò {OgHo$

A§VJ©V em{_b h¡ - ŷH§$n, ~m‹T>, ŷñIbZ,

{ddaU g§»`m-1 àmH¥${VH$ AmnXmAm| go nr{‹S>Vm| (_mao JE Am¡a à^m{dV bmoJ) H$s Hw$b g§»`m

1974-78 1979-83 1984-88 1989-83 1994-98 1999-03
A\«$rH$m 17,508,792 52,512,857 64,218,089 74,326,985 39,829,959 99,583,503
A_o[aH$m 9,412,304 46,719,655 21,510,762 9,595,998 25,917,605 22,861,100
E{e`m 16,728,618 603,985,726 720,881,573 704,328,791 969,061,214 1,373,557,427
`wamon 2,238,584, 1,819,847 383,468 4,906,478 10,262,461 10,961,321
Amogr{Z`m 98,622 684,893 712,930 7,320,767 10,296,472 268,817
Hw$b 194,986,920 705,722,978 807,706,822 800,479,019 1,055,367,711 1,507,232,168
òmoV: www.fincomindia.nic.in/
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MH«$dmV, gwZm_r, ehar ~m‹T> Am¡a J_u H$s bha

2. _mZd {Z{_©V AmnXm`| {OgHo$ A§VJ©V

em{_b h¡ - na_mUw AmnXm, amgm`{ZH$ AmnXm

Am¡a O¡{dH$ AmnXmŸ& àmH¥${VH$ AmnXmAm| H$mo

_mZd AnZo H$m`m] go H$_ H$a gH$Vm h¡ Am¡a

_mZd Ûmam {Z{_©V AmnXmAm| H$mo g_má ̂ r {H$`m

Om gH$Vm h¡ Am¡a ̀ h àË òH$ n[apñW{V _| ñdmJV

`mo½` ^r h¡ H$s AmnXmAm| H$mo H$_ {H$`m Om`Ÿ&

_mZd AnZo à`mg go AmnXmAm| H$mo H$_ H$aZo

Ho$ {bE {d{^Þ H$m ©̀ gånm{XV H$a gH$Vm h¡Ÿ&

naÝVw `h ^r emœM gË` h¡ H$s AmnXmAm| H$mo

g_má Zht {H$`m Om gH$VmŸ& Am¡a ^{dî` _|

hmoZo dmbr AmnXmAm| go Am{W©H$ ê$n go ~MZo

Ho$ {b ò ~r_m hr EH$ _mÌ {dH$ën h¡ {OgH$m

ghmam {b`m Om gH$Vm h¡Ÿ& bmoJ Omo AmnXm

g§̂ m{dV joÌ _| ahVo h¡ CÝh| Am¡a CZH$s gwajm

Ho$ {bE amÁ` gaH$ma Am¡a H|$Ð gaH$ma H$mo

{_bH$a AmnXmAm| H$mo H$_ H$aZo hoVw g_ñV

g§̂ m{dV H$X_ CR>mZo Ho$ gmW-gmW CZ bmoJm|

H$m Am¡a j{V `mo½` g_ñV gån{V`m| H$m~r_m

^r H$admZm Mm{hE {OgHo$ CZH$s Am{W©H$

pñW{V H$mo _O~yV {H$`m Om gHo$ Ÿ& AmnXm |̀

{H$VZr ̂ `mdh hmoVr h¡ BgH$m AmH$bZ {ddaU

g§»`m-2 go ^r {H$`m Om gH$Vm h¡Ÿ&

H$moB© ̂ r àmH¥${VH$ AmnXm ñd §̀ _| ̀ h gË`m{nV

H$aVr h¡ H$s AmnXm Ho$ nümV² H$s pñW{V {H$VZr

^`mdh hmoVr h¡Ÿ& g_ñV AmnXmAm| H$m grYm

gå~ÝY Omo{I_ go h¡Ÿ& H$moB© ^r ì`{º$ {H$VZm

{dÎmr` Omo{I_ CR>m gH$Vm h¡ dh CgHo$ Am{W©H$

g~bVm na {Z ©̂a H$aVm h¡Ÿ& AWm©V Omo{I_ H$mo

ghZ H$aZo H$s ì`{º$JV j_Vm hr ~r_m Ho$ boZo

`m Z boZo H$m {ZYm©aU H$aVr h¡Ÿ& {H$gr EH$

ì`{º$ Ho$ {b ò 500 én ò H$m H$moB© _wë` Zht

hmo gH$Vm O~{H$ {H$gr AÝ` ì`{º$ Ho$ {b ò

500 én ò H$m _yë` ~hþV ^r hmo gH$Vm h¡ Am¡a

A_yë` ^rŸ& bo{H$Z `hr ñdén O~ ì`{º$ go

{ZH$bH$a g_yh VH$ AmVr h¡ Vmo Am{W©H$

_yë`m§H$Z H$s gr_m {dñV¥V hmo OmVr h¡ Am¡a

gm_m{OH$ gamoH$ma Ho$ VhV gaH$ma| BgHo$ {b ò

{Oå_oXma hmoVr h¡ Ama ~‹S>o n¡_mZo na AmnXm

hmoZo Am¡a Z hmoZo H$s hmo CgH$m {ZYm©[aV {Z`_m|

Ho$ VhV {~m{hV H$s CnpñW{V Ho$ _wë`m§H$Z Ho$

nümV² ~r_m {H$`m Om gH$Vm h¡Ÿ& ~r_m Ho$ {b ò

Omo{I_ H$m hmoZm A{V Amdí`H$ h¡Ÿ& Bg g§gma

_| _m± bú_r Am¡a Hw$~oa Ho$ Abmdm àË òH$ ì`{º$

H$mo n¡go H$s Amdí`º$m h¡Ÿ& {dÎmr` AmnXm à~§YZ

_| ~r_m H$s Cn`mo{JVm gd©loð> h¡ Š`mo{H$ ~r_m

Omo{I_m| H$mo {dñV¥V ~r{_V g_yh _| {d^m{OV

H$a XoVm h¡Ÿ& n[aUm_ ñdén {dÎmr` {Z{üÝVVm

àmá hmoVr h¡ dmo ̂ r Zm_m_Ì Ho$ bmJV naŸ& ̂ maV

gaH$ma H$s AZoH$mo `moOZm ò AmnXm à~§YZ go

amhV Ho$ {b ò h¡ O¡go -_m{O©Z _Zr `moOZm,

AmnXm amhV H$mof, AmnXm amhV Ho$ {bE amï´>r`

H$mof Am¡a  amï´>r` AmnXm AmH$pñ_H$ H$mofŸ& BZ

g~go _mÜ`_ go H|$Ð gaH$ma AmnXm à^m{dV

joÌ Ho$ bmoJm| H$mo ghm`Vm àXmZ H$aVr h¡ Ÿ&

BgHo$ Abmdm amÁ` gaH$mam| H$s ^r AbJ-

AbJ `moOZm`| àMbZ _| h¡Ÿ& ~r_m H$s

Cn`mo{JVm H$mo {MÌ g§»`mŸ1 Ho$ _mÜ`_ go g_Pm

Om gH$Vm h¡Ÿ&

{ddaU g§»`m-2, ^maVr` erf© Xg àmH¥${VH$ AmnXm |̀

a¢H$ _aZo dmbmo H$s g§»`m (AZw_m{ZV) KQ>Zm df©

1. 20 bmI S>o̧ $Z AH$mb 1632-33

2. 100 bmI ~§Jma _|AH$mb 1769.1773

3. 3.2 bmI H$bH$Îmm MH«$dmV 1737

4 3.2 bmI OmoH$a MH«$dmV 1839

5. 15-40 bmI ~§Jmb _| AH$mb 1943

6. 00.20 bmI bmVya ŷH§$nZ 1993

7 00.10 bmI Amo{‹S>em gwna MH«$dmV 1999

8 00.20 bmI JwOamV ŷH§$n 2001

9. 2.30-280. bmI gwZm_r 2004

10. 00.06 bmI CÎmamI§S> ~m‹T> 2013

òmoV: http://www.indiatvnews.com/news/india/top-10-natural-disasters-

that-rocked-india-29492.html

{MÌ g§I²̀ m-1

òmoV: www.fincomindia.nic.in/



IR
D

A
I 

jo
ur

na
l M

ar
ch

  
20

16

37

3 Ia~ S>m°ba H$s gH$b Kaoby CËnmX Ed§ H«$`

e{º$ g_Vm Ho$ AmYma na AmO ^maV Xw{Z`m

H$s Mm¡Wr g~go ~‹S>r AW©ì`dñWm h¡Ÿ& ^maVr`

AW©ì`dñWm MrZ Ho$ ~mX Xygar g~go D§$Mr Xa

go ~‹T> ahr h¡Ÿ& ^maV Xw{Z`m _| MrZ Am¡a

A_arH$m Ho$ ~mX AmnXm _| Vrgam g~go A{YH$

IVao dmbm Xoe h¡Ÿ& dV©_mZ _| ^maV _| ~r_m

H$s n¡R> H$m ñVa àmH¥${VH$ `m _mZd {Z{_©V

AmnXmAm| Ho$ {bE 1% go H$_ h¡Ÿ& `h à{VeV

ñd §̀ _| `h Xem©Vm h¡ H$s AmnXmAm| _| ~r_m

H$s Cn`mo{JVm Ho$ ñVa _| d¥{Õ H$s Agr_

g§̂ mdZmE± {dÚ_mZ h¡Ÿ& OéaV h¡ Vmo {g\©$ gaH$ma

Am¡a Am_ OZVm H$mo Bg {dH$ën na Ü`mZ XoZo

H$s Ÿ& AJ«{b{IV Omo{I_ Ho$ {bE OrdZ Am¡a

g§n{Îm H$m ~r_m {H$`m Om gH$Vm h¡Ÿ- AmJ,

~m‹T>, ŷ{_, g_wÐ Am¡a hdm `m Ûmam _mb Ho$

nmaJ_Z _| Omo{I_ ^yH§$n X§Jm `m ZmJ[aH$

h§Jm_m, Am¡a J‹S>~S>r, g|Y_mar, Mmoar ̀ m S>H¡$Vr,

Mmoar, AmJ Q>̧ $a go ZwH$gmZ, nmaJ_ Am¡a {H$gr

^r ""^JdmZ Ho$ A{Y{Z`_"" () hm{Z ̀ m OrdZ

`m§ g§n{Îm H$mo ZwH$mg BË`m{X H$mŸ&

Am{lVm| H$m OrdZ ghr én _| Mbo `h àË òH$

ì`{º$ H$s AmH$m§jm hmoVr h¡Ÿ& BZ g_ñV BÀN>m

Am¡a Amdí`H$Vm H$s ny{V© ~r_m Ho$ _mÜ`_ go

hr H$s Om gH$Vr h¡ Am¡a BgHo$ {b ò AË §̀V

Amdí`H$ h¡ H$s h_ Amn ñd §̀ _| OmJéH$ ~ZZo

Ho$ gmW-gmW AnZo Amg-nmg ^r OmJéH$Vm

\¡$bm ò Am¡a ~r_m Ho$ _mÜ`_ go {_bZo dmbr

AZyR>o bm^ H$m {dñVma H$a|Ÿ& O~ A{YH$ bmoJ

em{_b hm|Jo Vmo {Zg§Xoh àr{_`_ {hñgoXmar _|

^r H$_r Am`oJrŸ& BZ g~Ho$ Abmdm `{X

AmH$pñ_H$ _¥Ë ẁ Z ̂ r hmo Vmo H$_ go H$_ ì`{º$

AnZo ~w‹T>mno _| AnZr Amdí`H$VmAm| H$s ny{V©

Ho$ {b ò {H$gr na Am{lV Zht hmoJmŸ& g_yh _|

bmoJm| H$m {hV gaH$ma ~r_m Ho$ _mÜ`_ go

AmgmZr go nyam H$a gH$Vr h¡ Am¡a ha {df_

n[apñW{V _| bmoJm| Ho$ gmW I‹S>r ^r {XIoJrŸ&

S>m°. AO` Hw$_ma {_lm, {dMma boIH$ Ho$

ì`{º$JV h¡Ÿ& B©-_ob: drajaykmishra

@gmail.com
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The Life Insurance Sector

procuredRs.138657.31 croreFirst

Year Premium with a growth of

22.55% as at the end of 31stMarch,

2016. LIC procured Rs 97674.32 Cr

with a growth of 24.74% where as

Private Sector procured Rs 40983.00

Cr posting a growth of 17.63%.

Private sector experienced a growth

in both Individual NB and Group NB

where as LIC shown a growth in

Group NB and decline in Individual

NB.

The number of individual policies

hasshown a growth of 1.88% by

public sector and 7.93% by private

sector and an overall growth of

3.22% at the industry level.The

number of lives covered under

Group policies has shown a growth

by40.02% at the industry level.

ULIP business has shown a growth

of 32.03% up to the period ended

31stMarch, 2016 compared to the

corresponding previous period. The

Life Insurance Industry has procured

Linked Premium of

Rs.17598.49crore as at 31stMarch,

2016 as against Rs.13329.45crore

for the same corresponding period

of previous year. This entire growth

may be attributed to the Private

Sector (growth of 31.82%) while LICI

has a growth of 4123.19% with

Rs.29.14 crore against the Rs. 0.69

crore business in the previous year

corresponding period.

The share of Pension

(31.82%),Annuity (8.15%) and Health

(0.13%) segments has shown growth

where as Life (59.90%) segment has

Snapshot of Life Insurance Industry as at 31.03.2016

shown a decline when compared to

last year’s performance.The

individual pension business shows a

decline both in terms of number of

policies and premium. Group

Pension premium has a growth of

20.94% for private sector and 63.23%

for LICI. However, the share of

individual pension premium out of

the total pension premium remains

at just around 2.5%.

Analysis of ULIP business:

The Life Insurance Industry has

procured Linked Premium of

Rs.17598.49 crore as at 31st March,

2016 as against Rs.13329.45 crore

for the corresponding period of

previous year. It showed an increase

of 32.03%.

LIC’s Premium is Rs.29.14 crore

compared to previous year’s Rs.0.69

crore), an increase of 4123.19%.

Private players have collected

linked Premium of Rs.17569.35

crore (PY Rs.13328.76 crore), an

increase of 31.82%.

Analysis of Traditional Business:

The Life Insurance Industry has

procured Non-Linked Premium of

Rs.121058.82 crore as at 31st

March, 2016 as against Rs.99813.20

crore for the same corresponding

period of previous year. It shows a

growth of 21.29 %.

LIC’s Premium is Rs.97645.17 crore

(PY Rs. 78301.95 crore), a growth

of 24.70%.

Private players have collected Non-

linked Premium of Rs.23413.64

crore (PY Rs.21511.25 crore), an

increase of 8.84%.

Compiled by Life Dept., IRDAI
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GROSS DIRECT PREMIUM INCOME UNDERWRITTEN BY NON-LIFE INSURERS
WITHIN INDIA  (SEGMENT WISE) : FOR THE YEAR ENDING 31ST MARCH 2016

(PROVISIONAL & UNAUDITED)  (RS. IN CRS.)

Insurers Fire Marine Marine Marine Engine- Motor Motor Motor Health Aviation Liability P.A. All Other Grand Growth Market Accr-

Total Cargo Hull ering Total OD TP Misc. Total % % etion

Private Sector Insurers

Royal Sundaram 100.66 33.21 32.34 0.87 38.89 1273.77 874.24 399.53 197.84 0.00 11.26 39.40 7.96 1702.99 8.53% 1.77% 133.78

Previous year 79.58 34.03 33.25 0.78 36.55 1159.43 816.40 343.03 204.36 0.00 9.13 37.69 8.44 1569.21

Tata-AIG 384.94 265.43 265.43 0.00 79.01 1411.36 897.47 513.89 269.19 2.13 275.62 129.21 141.66 2958.55 9.01% 3.07% 244.41

Previous year 348.63 249.05 249.05 0.00 72.39 1224.58 790.54 434.04 237.82 2.20 245.25 141.46 192.75 2714.14

Reliance General 259.08 50.79 41.37 9.42 53.20 1660.52 794.77 865.75 537.09 5.46 40.69 27.47 157.26 2791.56 2.79% 2.90% 75.73

Previous year 189.32 45.99 41.56 4.43 67.45 1642.54 758.14 884.39 482.09 3.11 26.12 37.61 221.61 2715.83

IFFCO-Tokio 265.95 116.73 109.57 7.16 63.75 2407.15 1328.99 1078.16 432.48 0.75 75.15 49.31 280.07 3691.34 10.85% 3.83% 361.37

Previous year 232.40 113.94 100.94 13.00 60.58 2141.97 1237.06 904.91 353.96 1.31 17.77 36.43 371.61 3329.97

ICICI-lombard 632.70 299.80 230.43 69.37 198.34 4149.81 2523.09 1626.72 1480.63 51.73 191.47 278.56 807.66 8090.70 21.16% 8.39% 1412.91

Previous year 544.74 246.43 194.36 52.07 171.19 3415.81 2131.88 1283.93 1317.82 49.44 50.95 232.67 648.75 6677.79

Bajaj Allianz 476.27 141.54 125.98 15.56 100.50 3277.33 2128.23 1149.10 838.78 4.03 205.26 103.46 685.00 5832.17 11.52% 6.05% 602.32

Previous year 430.98 123.07 114.82 8.25 90.52 2918.38 1971.34 947.04 731.14 2.16 31.57 66.36 835.66 5229.85

HDFC ERGO      421.7 104.39      95.69     8.70      67.19 1174.30     601.53      572.77    632.89     28.39    143.13    459.99    347.56 3379.55 6.20% 3.51% 197.34

Previous year 374.69 106.69 93.50 13.19 61.75 1051.65 626.91 424.74 554.89 27.22 129.00 387.96 488.35 3182.21

Cholamandalam MS    204.68 75.71      75.71 0.00      20.28 1667.61     750.68      916.93    207.14 0.00      15.85    109.00    151.71 2451.98 29.70% 2.54% 561.55

Previous year 124.34 64.13 64.13 0.00 24.79 1279.09 592.16 686.92 172.86 0.00 11.77 65.11 148.35 1890.43

Future Generali 162.00 61.14 61.14 0.00 37.21 927.85 642.03 285.82 153.95 0.24 39.94 50.10 122.83 1555.26 8.14% 1.61% 117.01

Previous year 133.11 57.79 57.79 0.00 37.93 828.09 585.59 242.50 145.09 0.06 16.37 44.21 175.59 1438.25

Universal Sompo 131.04 16.87 14.16 2.71 19.98 315.77 195.52 120.25 133.88 0.00 6.50 14.58 265.16 903.78 28.91% 0.94% 202.67

Previous year 119.24 16.14 15.77 0.37 18.12 251.30 152.66 98.64 132.73 0.00 1.22 6.19 156.17 701.11

Shriram General 19.96 1.28 1.28 0.00 10.17 1666.41 540.31 1126.10 0.00 0.00 3.37 6.57 4.75 1712.51 14.43% 1.78% 216.00

Previous year 15.95 0.76 0.76 0.00 6.90 1461.31 509.82 951.49 0.00 0.00 2.29 5.62 3.69 1496.51

Bharti AXA 62.23 25.80 25.80 0.00 24.94 1012.18 694.54 317.64 82.69 0.00 25.67 16.10 15.81 1265.42 -13.15% 1.31% -191.64

Previous year 77.93 32.06 32.06 0.00 31.84 1093.52 752.86 340.66 154.55 0.00 14.79 21.68 30.69 1457.06

Raheja QBE 0.37 0.03 0.03 0.00 0.29 5.42 0.00 5.42 0.02 0.00 21.96 0.14 0.54 28.77 33.07% 0.03% 7.15

Previous year 0.62 0.00 0.00 0.00 0.31 0.42 0.00 0.42 0.01 0.00 19.33 0.30 0.63 21.62

SBI General 615.35 22.20 22.20 0.00 18.72 707.94 429.99 277.95 215.58 0.03 3.75 301.20 155.07 2039.84 29.36% 2.12% 462.93

Previous year 514.69 17.51 17.51 0.00 23.49 538.65 287.21 251.44 99.40 0.58 3.37 287.55 91.67 1576.91

L&T General      60.16 14.46      14.46 0.00      19.25 299.97     201.49        98.48      65.74 0.00        6.29        2.81 3.03 471.71 42.20% 0.49% 140.00

Previous year 41.81 9.46 9.46 0.00 18.05 204.86 139.19 65.67 46.62 0.00 5.52 1.94 3.45 331.71

Magma HDI 29.13 12.39 12.39 0.00 9.28 334.49 175.99 158.50 0.00 0.00 15.04 1.77 1.83 403.93 -14.71% 0.42% -69.67

Previous year 29.78 10.81 10.81 0.00 9.96 401.19 225.78 175.41 0.00 0.00 1.89 1.34 18.63 473.60

Liberty Videocon 27.80 7.97 7.97 0.00 14.92 274.46 260.18 14.28 58.97 0.00 5.86 10.89 7.85 408.72 43.99% 0.42% 124.87

Previous year 19.41 3.67 3.67 0.00 7.25 192.15 152.66 39.49 36.95 0.00 3.77 17.11 3.55 283.85

Kotak Mahindra($$$) 0.00 3.63 2.46 1.17 0.09 3.72 #DIV/0! 0.00% 3.72

Previous year 0.00 0.00 0.00 0.00 0.00

Private Sector Sub Total 3854.03 1249.74 1135.95 113.79 775.92 22569.9713041.51 9528.46 5306.96 92.76 1086.81 1600.56 3155.75 39692.50 13.12% 41.18% 4602.46

Previous Year Sub Total 3277.20 1131.53 1039.44 92.09 739.08 19804.9311730.21 8074.72 4670.29 86.08 590.11 1391.22 3399.59 35090.04

% Growth 17.6% 10.4% 9.3% 23.6% 5.0% 14.0% 11.2% 18.0% 13.6% 7.8% 84.2% 15.0% -7.2% 13.1%
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Insurers Fire Marine Marine Marine Engine- Motor Motor Motor Health Aviation Liability P.A. All Other Grand Growth Market Accr-

Total Cargo Hull ering Total OD TP Misc. Total % % etion

Public Sector Insurers

New India 1699.27 616.74 334.36 282.38 496.21 6182.23 2791.85 3390.38 4857.27 114.54 298.36 210.74 698.70 15174.06 14.87% 15.74% 1964.69

Previous year 1644.89 665.28 328.84 336.44 417.75 5366.01 2588.22 2777.79 3941.79 104.34 264.40 185.60 619.31 13209.37

National 876.90 254.15 172.05 82.10 257.32 5784.18 2329.03 3455.15 3970.78 66.63 86.70 237.75 476.26 12010.67 6.84% 12.46% 768.77

Previous year 909.05 298.39 186.40 111.99 296.47 5122.36 2167.21 2955.15 3633.70 69.74 91.69 132.79 687.71 11241.90

United India 1315.91 446.23 261.73 184.50 525.08 4723.27 1731.90 2991.37 4069.68 66.29 171.64 221.15 675.92 12215.17 14.25% 12.67% 1523.44

Previous year 1251.49 526.73 282.14 244.59 541.01 4169.17 1673.64 2495.53 3176.86 56.99 163.90 232.01 573.57 10691.73

Oriental 982.29 420.38 222.50 197.88 318.05 3150.93 1273.98 1876.95 2595.77 97.26 125.37 144.45 483.15 8317.65 12.28% 8.63% 909.68

Previous year 958.12 397.95 224.84 173.11 342.02 2861.73 1217.76 1643.97 1994.68 100.61 122.06 126.41 504.39 7407.97

Public Sector sub Total 4874.37 1737.50 990.64 746.86 1596.66 19840.61 8126.76 11713.8515493.50 344.72 682.07 814.09 2334.03 47717.55 12.14% 49.50% 5166.58

Previous Year Sub Total 4763.55 1888.35 1022.22 866.13 1597.25 17519.27 7646.83 9872.44 12747.03 331.68 642.05 676.81 2384.98 42550.97

% Growth 2.3% -8.0% -3.1% -13.8% 0.0% 13.3% 6.3% 18.7% 21.5% 3.9% 6.2% 20.3% -2.1% 12.1%

Stand-alone Health Insurers

Star Health 1956.13 52.21 2008.34 36.70% 2.08% 539.15

Previous year 1436.51 32.68 1469.19

Apollo Munich 955.00 67.18 0.00 1022.18 27.27% 1.06% 219.04

Previous year 750.16 44.21 8.77 803.14

Max Bupa     475.65 0.46 476.11 27.78% 0.49% 103.50

Previous year 372.01 0.60 372.61

Religare 460.97 42.33 503.30 82.49% 0.52% 227.50

Previous year 258.32 15.53 1.95 275.80

Cigna TTK 135.84 8.00 143.84 559.25% 0.15% 122.02

Previous Year 21.24 0.58 21.82

Stand-alone Health sub Total0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 3983.59 0.00 0.00 170.18 0.00 4153.77 41.16% 4.31% 1211.21

Previous Year Sub Total 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 2838.24 0.00 0.00 93.60 10.72 2942.56

% Growth 40.4% 81.8% -100.0% 41.2%

Specialised Insurers

ECGC (Export & Credit) 1320.91 1320.91 -3.05% 1.37% -41.49

Previous year 1362.40 1362.40

AIC (Crop) 3509.21 3509.21 28.09% 3.64% 769.51

Previous year 2739.70 2739.70

Specialised sub Total 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 4830.12 4830.12 17.75% 5.01% 728.02

Previous Year Sub Total 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 4102.10 4102.10

% Growth 17.7% 17.7%

Industry Total 8728.40 2987.24 2126.59 860.65 2372.58 42410.5821168.2721242.3124784.05 437.48 1768.88 2584.83 10319.9096393.94 13.83% 100.00% 11708.28

Previous Year Sub Total 8040.75 3019.88 2061.66 958.22 2336.33 37324.2019377.0417947.1620255.55 417.76 1232.16 2161.63 9897.39 84685.66

% Growth 8.6% -1.1% 3.1% -10.2% 1.6% 13.6% 9.2% 18.4% 22.4% 4.7% 43.6% 19.6% 4.3% 13.8%

% Market Share 9.1% 3.1% 2.2% 0.9% 2.5% 44.0% 22.0% 22.0% 25.7% 0.5% 1.8% 2.7% 10.7% 100.0%

Previous Year Market Share 9.5% 3.6% 2.4% 1.1% 2.8% 44.1% 22.9% 21.2% 23.9% 0.5% 1.5% 2.6% 11.7% 100.0%

Note:  Compiled by GI Council on the basis of data submitted by the Insurance companies

Previous year figures are audited segment wise final figures submitted by companies

$$$ Commenced Operations in December 2015



IR
D

A
I 

jo
ur

na
l M

ar
ch

  
20

16

42

Declaration-cum-Undertaking

Title of the Article / Essay: ________________________________________________________________________

I/We (full name of author(s))  ________________________ hereby solemnly declare that the work presented in

the article /essay/research paper  __________________________________________________________________

submitted by me/us for publication in the IRDAI Journal is:

1. Not submitted to any other publications / or website at any point in time for publication

2. An original and own work of the author (i.e. there is no plagiarism)

3. No ideas, processes, results or words of other authors have been presented as author’s own work.

4. No sentence, equation, diagram, table, paragraph or section has been copied verbatim from previous work

unless it is placed under quotation marks and duly referenced.

5. There is no fabrication of data or results, which have been compiled / analyzed.

6. I/We undertake to accept full responsibility for any mis-statement regarding ownership of this work.

Signature of the Author: ______________________ Name of the Author  : __________________________________

Date  : ________________

Place  : ________________

Contact details:  __________________________________________________________________________________

1. Authority welcomes original

contributions from

academicians and practitioners

in topics related with insurance

and allied areas for publication

in  the Journal.

2. The article must be original

contribution in the form of

essay, research paper or case

study of the author.

3. The article must be an exclusive

contribution for the Journal and

should not have been published

elsewhere in the same form.

4. The article should ordinarily

have 2000  words. A longer

article/research paper may be

considered if the subject so

warrants.

5. General rules for formatting

text are as under:

i) page size A4

ii) Font: Times New Roman,

Normal, Black,

iii) Line spacing: Double

iv) Font size: Title 14, Sub

Titles 12, Body 11,

Guidelines to the contributors of the Journal

Diagrams, tables, charts 11

or 10.

v) All diagrams, tables and

charts cited in the text must

be serially numbered and

source should be mentioned

clearly wherever required.

6. The article must carry the

name(s) of the author(s),

contact details such as e-mail,

full postal address, telephone /

mobile number for

corresponding on the title page

only and nowhere else.

7. All the referred material in the

article must be appropriately

cited.  The authors are advised

to follow American

Psychological Association (APA)

Style for referencing.

8. All manuscripts shall be sent to

the Editor, Insurance Regulatory

and Development Authority of

India, Communication Wing,  UII

Towers, 9th Floor, Basheerbagh,

Hyderabad 500029 along with

electronic mail to

<journal@irda.gov.in> with the

subject line Contribution to the

Journal.  Electronic version of

the contribution typed in MS

Word file is essential for

publication.

9. The articles go through blind

review and are assessed on the

parameters such as (a)

relevance and usefulness of the

article (b) organization of the

article (structuring, sequencing,

construction, flow, etc.), (c)

depth of the discussion, (d)

persuasive strength of the

article (idea/ argument/

articulation), (e) does the

article say something new and

is it thought provoking, and (f)

adequacy of reference, source

acknowledgement and

bibliography, etc.

10. Editor of the Journal has the

sole discretion to accept/reject

an article for publication in the

Journal or to publish it with

modification and editing, as it

considers appropriate.

11. The article shall be accompanied

by a ‘Declaration-cum-

Undertaking’ from the

author(s).
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IRDAI CAUTIONS PUBLIC AGAINST SPURIOUS CALLS AND FICTITIOUS OFFERS

Insurance Regulatory and Development Authority of India (IRDAI) has been receiving complaints,
through email/letters and in its Integrated Grievance Management System, from members of
public informing the Authority that they are receiving spurious calls from unidentified persons:

• Claiming to be representatives of IRDAI and offering insurance policies of different insurance
companies with various benefits.

• Claiming that IRDAI is distributing bonus to insurance policyholders out of the funds invested
by insurance companies with IRDAI.

• Claiming that the policyholder would receive bonuses being distributed by IRDAI if they
purchase an insurance policy and wait for a few months after which the bonus would be
released by IRDAI.

• Advising customers to subscribe to fresh policy after surrender of the existing policy and wait
for a few months after which the fresh policy would be entitled for additional enhanced returns/
benefits.

• Informing that 'Survival Benefit or Maturity Proceeds or Bonus' is due under their existing
policy and investing in a new insurance policy is mandatory to receive the amounts which are
due.

• Advising public to invest in insurance policies to avail gifts, promotional offers, interest free
loans, or setting up of Telecom towers or other such offers.

The general public is hereby informed that IRDAI is a regulatory body established by an Act of
Parliament, i.e. the Insurance Regulatory and Development Authority Act 1999, to protect the
interests of the policyholders, to regulate, promote and ensure orderly growth of the insurance
industry and for matters connected therewith or incidental thereto. Further, IRDAI informs the
members of public that:

• IRDAI is not involved directly or through any representative in sale of any kind of insurance or
financial products.

• IRDAI does not invest the premium received by insurance companies.

• IRDAI does not announce any bonus for policyholders or insurers.

• Any person making any kind of transaction with such individuals/agents will be doing the
same at his own risk.

IRDAI hereby urges the public to remain alert and not to fall prey to frauds or scams perpetrated
by miscreants who impersonate to be employees / officers of IRDAI or other insurance companies.

If any member of the public notices such instances, he or she may lodge a police complaint,
along with the details of the caller and telephone number from which the call was received , in
the local police station
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