INSURANCE BROKING

What Are We Waiting For?

Insurance brokers are the missing link in the insurance reform process. Recognising the institution of
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The excitement and activity
that followed the constitution of
[RD:A and the subsequent eniry of
P.I'l'\"ait OpETalors into insurance
secior s there for all 1o see.
Largedy. i1 has been a saga of hopes
realised and expectations fulfilled.
But, we are will in the initial sages
of insurance reforms waiting for
acthons on many fronts - leglsla-
tive and stherwise. The insurance
industry is eagerly looking forward
10 the passage of much-awaited
IRDA |Amendment) bill 2001 in
the Parllament, which is pending
for more time than expected large-
Iy due 1o the indifferenoe or mis-
Eivings in some circles,
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alloaw beskers to operate in [
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in the insurance sector submbtted
b iex reporr il present system of
Isurance intermediaries needs a
tharough vamping and a new
category of lsurance brokers in
knsurance shelld be browght in.

Why do we need
insurance hrokers?
Brokers will nog only strengthen
digtribution chanmals for the insur-
ane companies but will alse help
the customers get suitable pofices
at appropriste prices. One com-
plaint against the insarance indus-
try in India has been that it was
low on inmavation of products,
which match, with the require-
ments of various sections of the
society. Admitted; the new pay-
ers are certainky in the rake-off

period now, But, as yet the regui-
site enthusiasm and action are not
evident as much as expected in
this regard, This is where the bro-
kers would play a significant rale,
T help develop innovative
products to take care of the hith-
erto unaddressed and emerging
needs of the marker.

Customer is the fulerum of any
business activiry. Brokers represent
the insurance customers and pro-
vide a vital link between the con-
tracting parties. For brokers the
Inverest of the customier is para-
mount and the customer
need mot e bound to
any one insurance
company, :

Depending on the insarance needs
as professionally analyied by the
brokers, sultable insurance polides
and insurance companies are cho-
e

Insurance companies find it
convenlent to deal with the bro-
kers, as they are well positioned 1o
articulate the customers’ position
to bring abowt fruition of well-
informed sales. Puriher, brokers
assist in creating insurance aware-
ness, increasing market penetra-
ton and act as a camalyst o
enhancing competition and cus-
Tomer service,

The emergence of brokers on

Indian insurance horizon nesd
£ be a cause of worry 10 any one,
What the maglc of comperition
does, is seen in the performance
ol LIC, which collected a tatal pre-

mium of RS 10300 crore record-
ing an astounding 288 per cent

over the mew business col-
ection in the first nine months of
this fiscal. Imagine what reach and
services can be achieved il brokers
are allowed. As regards non-life
insurance, the industry is feeling
the absence of brokers and is
unable 1o enlarge its base in the
absence of new covers J services.
The projected annual growth Fate
of around 17 per cent in non- life
insurance in the next lew years is
pessible only with the services of

brokers.

One reason shown

brokers is that it will adversely
impast the existing agents. Il is a
known lact that 80 per cent of the
LIC's business gets generated by
20 per cent of its agenis. These 20
per cent are big agents who can
either convert themselves into
broking firms or stherwise also
can stand the competition and
continue thelr business activitles,
a3 there Is always enough space
available for both these interme-
diaries 10 operate and co-exisi.
This 1s ewident in different mar-
kets of the world. The remaining
80 per cent are not agents in the
true sense of the word. They are
part timers and at best opporni-
ty takers (as against opporunity
explorers/ creators). taking to
agency when they come across an
opportunity. They have indeed

not added any value in the busi-
ness process. With the emergerice
of brokers these agefits may be
spurred to take up insurance
activities more professionally and
productively.

Agents have dominated the

optien, the option 13 choose dis-
iribution channels they truse.
Various channels including the
Institution of brokers must he
allowed 1o develop for the insir-
ance industry o survive and
thrive. Distribution m tand
most importanily ers
would determine the future of
insurance industry Including its
growth path.

We are in the era of spe-
clalisatlon with offanisations
concentrating only on the
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Brokers “will prowve to be

apporiunities the
insfitution of brokers creares
would also be significant, After
the doors are

‘When so many direa and indi- r
rect advantages are there and the
industry and economy are going
o be benefited by the presence of J
brokers, i1 is time the authorites
have opened the doars for nsur-
amce brokers. Growth, more par-
orderly growth of insur-
ance seclor is facilitated with the
entry of indurance brokers.

P Umesh
The author ix with a Hyderabad-
Based firin proposing i enter the
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