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FOREWORD
Dear Learners,

This book is intended to serve as a ready reference for learners of
vocational higher secondary schools. It offers suggested guidelines
for the transaction of the concepts highlighted in the course content.
It is expected that the learners achieve significant learning outcomes
at the end of the course as envisaged in the curriculum if it is
followed properly.

In the context of the Right- based approach, quality education has

to be ensured for all learners. The learner community of Vocational
Higher Secondary Education in Kerala should be empowered by
providing them with the best education that strengthens their
competences to become innovative entrepreneurs who contribute
to the knowledge society. The change of course names, modular
approach adopted for the organisation of course content, work-
based pedagogy and the outcome focused assessment approach
paved the way for achieving the vision of Vocational Higher
Secondary Education in Kerala. The revised curriculum helps to
equip the learners with multiple skills matching technological
advancements and to produce skilled workforce for meeting the
demands of the emerging industries and service sectors with national
and global orientation. The revised curriculum attempts to enhance
knowledge, skills and attitudes by giving higher priority and space
for the learners to make discussions in small groups, and activities
requiring hands-on experience.

The SCERT appreciates the hard work and sincere co-operation of
the contributors of this book that includes subject experts,
industrialists and the teachers of Vocational Higher Secondary
Schools. The development of this reference book has been a joint
venture of the State Council of Educational Research and Training
(SCERT) and the Directorate of Vocational Higher Secondary
Education.

The SCERT welcomes constructive criticism and creative
suggestions for the improvement of the book.

With regards,

Dr. P. A. Fathima
Director
SCERT Kerala
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PART A

About the course

Banking systemin Indiahasbeen functioning under regul ationssince 1949. Before
Independence, the banking system waslargely inthe hands of Private Banks. The
SBI Act was passed in 1955 and asaresult Imperial Bank of Indiawastaken over
by ReserveBank of India. Followingthis, Public Sector participationwasincreased
by taking over by seven associate/subsidiary Bank of SBI by 1959 and Nationaising
of 14 privatebanksin 1969, and 6 private banksin 1980. Post Nationdisation, the
bankswere asked to open more branchesin rural areas, huge number of people
wererecruited to these newly opened branches, the business of banking moved
from class banking to mass banking. These devel opmentsgaveraisetothe need for
alargework force of bank employees. The banking and finance sector isoneof the
fastest growing sector inthe country. Thisgrowth brought many opportunitiesinthe
banking sector. The nationalised banks sel ect candidates based on selection test
conducted by IBPS. State Bank of India conducts its own selection test for
recruitment. Private Banks, as a number of considerations, which include
qualifications and past experience whatever may be the selection procedure, are
required to providetrai ning to the candidates sel ected for employment. In order to
reduce the cost of training and also increase the productivity of employees, the
banks prefer candidates who have acquired training in various aspects of banking
and finance beforejoining the banks. A suitable qualification and acquisition of the
basic skill in Banking and Finance through an appropriate training enhance the
prospect of getting employment in Banking and Finance Sector.

Insuranceinitscurrent term hasitshistory dating until 1818 when Orienta Insurance
Company was started by AnitaVishwas, in Kolkotato cater to the needs of the
European community. In 1829 the Madras equitable had transacting Lifelnsurance
businessinthe Madras Residency. In 1870, Bombay Mutua LifeAssurance Society
becamethefirst Indianinsurer. Thegovernment of Indianationalised lifeinsurance
sector on 19th January 1956. As aresult Life Insurance Corporation came into
exigtence. The Generd Insurance Business (Nationalisation) Act waspassedin 1972
and asaresult Genera Insurance businesswas nationalised with effect from 1st
January 1973.

Dueto therecommendation of "Ma hotraCommittee” report 1999, theIRDA was
constituted as an autonomous body to regul ate and devel op the Insurance industry.
The key objective of the authority isto promote market efficiency and ensure

O
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consumer protection. Today there are twenty-eight General Insurance Companies
including the ECGC and Agriculturd Insurance Corporation of Indiaand 24 life
Insurance Company's operating in the country. The opportunitiesin theinsurance
sector at thelevel of assistant and officer arecomparablewith thosein the banking
sector. One can becomean Agent, Surveyor or Investigator by following thenorms.

Theinsurance sector isafastest growing onewith agrowth rate of 15%-20% together
with banking service, theinsurance add about 7% to the country's GDP

MAJOR SKILLS
Resilienceskill
Peopleskill
Accounting skill
Accuracy sKill
Attentionkill
Bilingud kill
Customer relationsskill
Judgment skill
God setting il
Communication skill
Product presentation skill
Problem solving kill
Negotiation kil
Syllabus
MODULE III : INSURANCE SERVICES
Unit 3.1: INTRODUCTION TO INSURANCE (90 Periods)
Meaning of risk
Classification of risk
Featuresof Insurable Risk
Meaning and Functionsof Insurance
Peril and hazard
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Importance of Insurance

Typesof Insurance

Essentialsof valid acontract

Meaning and Typesof Contracts

Difference between Insurance Contract and \Wagering contract
Legd Principlesof Insurances

Unit 3.2: UNDERWRITING AND INSURANCE DOCUMENTS
(90 Periods)

Meaning of Underwriting
Underwriting procedureof LifeInsurance
Assignment, Nomination, Revival and Surrender
Underwriting of non-lifelnsurance
Insurance Premium
Insurance documents
Unit 3.3: INSURANCE CLAIMS (80 Periods)
Meaning, Importanceand typeof claims
Procedure of settlement of Lifelnsuranceclams
Procedureof settlement of Non-lifelnsuranceclaim
Unit 3.4: IRDA REGULATIONS (80 Periods)
IRDA Regulations
Insurance operations
Find accountsof insurance companies and usage of accounting software (Taly)

MODULE IV : MARKETING OF BANKING AND
INSURANCE PRODUCTS

UNIT4.1: MEANING AND IMPORTANCE OF SERVICE
MARKETING (90 Periods)

Meaning and featuresof service
Typesof Services

>
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Meaning and Significanceof ServiceMarketing
Difference between product marketing and service marketing
7 P'sof serviceMarketing (Marketing mix)
Consumer behavior in service market
Roleof ServiceMarketinginIndia
UNIT4.2: MARKETING OF BANKING PRODUCTS (80 Periods)
Concept of Marketing of Banking Products.
Usersof Banking Products
Sdling Strategy in Banking Products
M arketing of various Banking Products
UNIT4.3: MARKETING OF INSURANCE PRODUCTS (90 Periods)
Insurance marketing concept
Segmentsof Insurance Market
Strategiesfor Insurance Marketing
Quadlitiesof agood salesman
Marketing of variouslifensurance products
Marketing of magjor non-life Insurance products
Unit4.4: AN INTRODUCTION TO FINANCIAL MARKET
(80 Periods)
Variousinvestment opportunitiesin financial market
Types of financial securities
Securities Market
Prerequisites of investing in financial securities
Trading procedure on secondary mar ket
Securities Market Regulator (SEBI)
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PART B

An Overview of Module 3

In Indiainsurance claims had ahistorical background. Manusmruthi of Manu,
Dharmasastraof Ygjnavalkya, and Arthasastraof K autilyamention about existence
of insurance. Thewritings speak intermsof pooling of resourcesand redistribution
intimesof caamitiessuch asfire, famine, flood etc. Theinsurance sector isone of
thefastest growing sector inIndia. Theinsurance sector isgrowing at aspeedy rate
of 15-20%. 7% of the GDP is contributed by banking and insurance sectors
together. The sector generates|ong term fundsfor infrastructure development. The
job opportunitiesin this sector areimmenseand lucrative. One can becomean
advisor, surveyor or investigator. The opportunitiesin theinsurance sector at the
levels of assistant and officers are comparablewith thosein the banking sector. A
basic knowledgeininsuranceisessentid todl, if heisastudent, ahomemaker or a
shopkeeper or aprofessiona . Thiskind of aknowledgerequired to haveacheck
on what your advisor tellsyou, but also to confirm that theinsurance takenisthe
right onefor you.
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Unit 1: Introduction to insurance

Introduction

Insuranceisaform of risk management used to primarily transfer risk. It means
transferring risk from one entity to another. Insurancetransferstherisk froman
individual to agroup. Thisunit sharesthe concept of risk, classification of risk,
meaning and importance of insurance, varioustypes of insurance and the major
principlesof insurance. Insurance can be used asatool to shield anindividual
against potential risk liketravel accidents, death, old age, hedlth, unemployment,

theft, property destruction by natura calamities, fire, mishap, etc.

Learning Outcomes

ThelLearner:
e |dentifies the nature and meaning of risk in insurance
e Categorizes and describe various types of risks
e Decidesthefeasibility of insuring arisk

e Describesvariousperilsand hazards
e Differentiates physical and moral hazard

e |dentifies different types of Insurances
e Describes and differentiate various types of contracts
® |dentifiesthe essentials of a valid contract

e Describes and Differentiate Insurance contract and
Wagering contract

e Describesthe primary and secondary functions of Insurance

* Analyzesthe importance of insurance in different situations

¢ |dentifiesand describethelegal principles of insurance

~

J

Meaning of risk

Thetermriskisapsychologica andrdaiveterm. It hasdifferent
meaning indifferent circumstances. Ingenerd, risk referstothe
possibility or chance of meeting danger, sufferinglassor injury
or exposureto adversity or danger. Inabroader senseriskis
uncertainty. For our insurance purpose, wedefinerisk with

o
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referenceto uncertainty of loss. Thus, risk meansthe possibility of lossor damage
on the occurrence of an unpredictableor unfortunate event.

Man awayshasto encounter with risk. All hisinventionsand researcheswereto
avoid pain, miseries, difficultiesand hazards. Eventsof therisk cannot beavoided
but it can beminimized.

Assessment Activity
e Listouttherisksyoufaceinyourlife
e Listouttherisksfaced by amotorist
e Listouttherisksfaced by abusinessman
Classification of risk
Risk may beclassfied asfollows:
1. Purerisk and speculativerisk

Financial lossescaused by bodily injury, theft, fire, lossof profit, legd ligbilities, etc
arethepurerisks. Purerisk can produce only one outcome, ie, loss. Thereisno
possibility of again. Theserisksare measurableand insured againgt. Purerisk may
be Persond risk, Property risk, Liability risk and Other risk.

Speculaiverisk or Businessrisk ishilatera. Where uncertaintiesmeansthe possibility
of either againor aloss. Lossdueto changesinfashions, taste, price changes, govt.
policies, lossby competition, etc, will causespeculativerisk. It cannot bepredictable
or measured. So, suchriskisuninsurable.

Pure risk vs. Speculative risk

Purerisk Speculativerisk

1. Inthecaseof purerisk, alwaysresult | 1. Inthecaseof speculativerisk
inloss. No possibility of gain. either gainor loss

2. Theextent of losscan bemeasured | 2. Itisnot measurable. Theextent
inmonetary terms. of loss cannot be predicted or

measured.

3. A palicy of insurance can be 3. Insuranceisnot possibleas

takento cover loss speculativerisk isunpredictable.

_ J

&
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2. Fundamental risk and Particular risk

Fundamental risk: Fundamenta risk involves|ossesthat areimpersond inorigin.
They aregroup risk. It affectsthewhole society. They affect large segmentsor
events. Unemployment, inflation, earthquake, flood areexamplesof fundamental
rsk.

Particular risk: Particular risk involveslossesthat arisesout of individua event
and felt by theindividua event rather than group. They may bestatic or dynamic.
Thefireina house, robbery in an organization areexamplesof particular risk.

3. Financial risk and Non-financial risk:

Financid risk whichresultsin financial loss. i.e, it can be measured in terms of
money. Non- financia risk isthat risk which resultsin non-economicloss.

Practical
Prepare achart/ppt classifying different typesof risks
Assessment Activity

e Caegorisethelisted risksinto pure, speculative, fundamental and particular,
financid and non-financia risks

Fire, theft, burglary, accident, changein fashion, investment in stock market,
pricefluctuation, earthquake, flood, war, inflation, burning of house, bank
robbery, theft, interest payable, debt payable,

Pure| Speculative Fundamental | Particular Financial &
nonfinancial

| J

Differentiate pure and speculative risk

[ Purerisk Speculative )
¢ Alwaysproducelossonly o
° e Notinsurable
* measurable °

Features of Insurable Risk

All risksare not insurable. To be insurable, the risk must have the following
Characterigtics:

1. It must bemeasurable Theloss caused by therisk must be capable of mea

suringintermsof money.
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2. Itmust bepurerisk not aspeculativerisk: Purerisk arising from perilslike
fire, burglary, riot, theft etc. can beinsured.
Speculativerisk cannot beinsured because
that risk cannot be predicted or estimated. -

s = -
Y
3. It must not beillegal in nature: The m

object of contract must belawful. Illegal
subject matter arenot insurable.

4. Must be capable of being spread: A
risk must be capabl e of being spread in
large number of persons.

5. Must beaccidental: Theevent isone, the happening of which must beacci-
dentd innature.

6. Must not becatastrophicin nature Risk must not be such aswould cause
lossor damageto alarge number at the sametime. Thuswar and similar other
risk isnot considered for insurance cover.

7.  Premium must be economically feasible: Premium should not only be
affordablebut a sofar lessthan thevaueof thepolicy.

Risk Management

Risk management isthe manageria technique of controlling the effects of risks. It
consist of identification, assessment, analysis, and

controlling of risk followed by co-ordinated and economica @
gpplication of resourcesto minimize, monitor andcontrol -~ ___ ™ \
theunfortunateevents. Thestepsto control pureriskare- &) @ -
risk avoidance, loss prevention and lossreduction, risk '\ @@ //
retention and risk transfer. Thus, risky situationshasto be @ - e
avoided isthebest and ssmplest way for managing risk.

But, itisnot at all possible everywhere and henceloss

prevention and | oss reduction techniques can be chosen. For example, firelosses
can be controlled and reduced by using non-combustible materials on building
congtruction, installing sprinklersetc. At last, insurance can be opted to handlethe
consequences of purerisk.

Speculative or business risk can be controlled by adopting better management
methods, conducting market research, diversification of production and proper

forecasting of futuretrendsin government policies.
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Assessment Activity
e Listoutthefeaturesof insurablerisk, and makeachart/ppt.
Completethefollowing

[ Risk prevention/reduction Riskavoidance | . Risk Transfer ]

Meaning and functions of Insurance

Insurance hasdevel oped graduadly to cover therisk inlifeand business. Insurance
isacontract of guarantee, whereby theinsurance company undertakesto indemnify
theinsured agai nst thel oss, which hemay suffer on the happening of an uncertain
event.

Themechanism of insuranceisvery simple. Peoplewho are exposed to the same
risk cometogether and agree, that, if any one of them suffersaloss, the otherswill
sharetheloss and make good the person who lost. Pooling or sharing of lossisthe
heart of insurance.

Inlegd sense, insuranceisacontract between two partiesthereby, one party (insured)
cover therisk by paying aspecified amount (premium) to other (insurer) undertaken
toindemnify thelosssuffered by themintheevent of accident.

Functions of Insurance
Theimportant functionsof insurance areasfollows.

1. Insuranceprovidesecurity and protection: Insuranceprovide financia
security toanindividual whois exposed to therisk of accidental death or
disablement or iliness. It aso give protection against therisk of lossor dam-
ageto the property dueto theft, fire, burglary, etc

2. Insuranceencouragesthehabit of savings: Insurance createthe saving
habit among theinsured. Oncethelifepolicy istaken, theinsured isbound to
pay premium regularly. So he savesaportion of incomefor paying the pre-
miumregularly.

3. Provideemployment opportunities Insurance givesemployment opportu-
nity to alarge number of peopleasadvisors, field officers, accountant, clerks,
etc.

4. Actsasabasisof credit: If thelifeinsurance policy ispledged, insured get
loansfrom banksand other financia ingtitution.
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5. Insurancedistributesrisk : Insurancehelp to spread therisk. Thelosssus-
tained by few insured person isdistributed among many others, so that the
burden of financid lossisminimized.

6. Insuranceprovidecapital: Thefundsof insurance company isinvestedin
shares, debentures, government securities. Insurance provide not only protec-
tion but also capitd to the society. Usually accumulated fundsareinvested in
economic devel opment programmes.

7. Insuranceincreasesefficiency: Theinsurance eliminatesworriesand un-
certaintiesof businessman. Such persons can work better for themaximization
of profit. Insurance, by eiminating uncertainty, stimulatesthe businessmanto
work hard.

8.. Insurancepromotesforeign trade: Insuranceisessential for development
of foreigntrade. It relievesthe businessfrom uncertainty in theevent of |oss.
Insurance provides security totheinternationd tradersand financia ingtitutions
and thereby promotesforeigntrade.

9. Insurancesolvessocial problems: At present we have insurance against
industrial injuries, road accidents, old age, disability, or death. Thus, insurance
act asagood instrument for solving many social problems.

10. Insurancecheck inflation: It reducesthe pressure of inflation by extracting
money in supply, by collecting premium.

Assessment Activity

e  Prepareachart exhibiting functionsof insurance

Perils, Hazards - physical hazard and moral hazard

Peril : Theterm perilsmay be defined asthe cause of loss. Loss caused by various
calamitiesarecalled perils. Peril means lossproducing
cause.

Examplesof perils areexplosion, flood, fire, death by
accident, sickness, riots, strike etc. Fireisthe cause of
loss, whileuncertainty about the occurrenceof fireisthe
rsk.

Hazar d: Theterm hazard refersto something that creates
or increasesthe chance of lossarising from any peril.
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Eg. Thenegligenceof adriver in pressing the accelerator instead of break , may
cause amotor accident.

Hazardsar e of two types- Physical hazard and
moral hazard.

Physical Hazar d: It consists of those physical Profits
conditionsthat increasesthe chance of lossfrom

any perils. Eg. Meteria sused for the construction

of building, height of the building, itemsstored
ingdethebuilding etc.

Moral Hazard: Moral hazard dependsup on
human beingsasphysica hazard dependson the property. Eg. Carelessness, willful
act, ignorance of law, economic and social factors.

Practical

List out thevarioushazardsin connection with human lifeandin the case of motor
accidents. Classify them into physical and moral hazards. Make a power point
presentation on the basi sof theabove classification.

Steps1 -  Giveanintroduction about risk, peril and hazard.

2. Makeabrain storming session about the various hazardsfaced by
human beings and various hazardsfaced by motor vehicleriders.

3. Listoutdl thehazardsraised by the students separately (i.e. hazards
faced by human beings and hazards faced by motor riders).

4.  Classfythelisted hazardsinto physicd and mordl.
5.  Prepareatablein Excel format.
6. Makeapower point presentation (Minimum5 dides).
Assessment Activity
e Listout somehazards
e Categorisethehazardinto physical and moral
Importance of insurance ( Benefits of insurance)

Thefollowing arethebeneficiaries of insurance
A. Bendfitstoanindividua

B. Benefits to business
C. Benefitsto society
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A. Benefit to an individual

1. Security and safety: Incaseof lifeinsuranceclaim payment ismadewhen
death occursor theterm of insuranceisexpired whichever isearlier. Inother
words, insurance assecurity providesagainst thelossin agiven contingency.

2. Peaceof mind : A senseof security removesal tensionsandfears. It stimu-
latesmoreand better work. Aninsured person get rid of himsdlf from mental
worriesabout uncertainty.

3. Protectsmortgaged property: Theinsurance provide adequate amount to
the dependentsin the event of early death of the property owner to pay of f
theunpaidloan.

4. Eliminatesdependency: Intheevent of death of the bread winner of the
family or destruction of property, thefamily suffersalot. Theinsuranceasssts
thefamily and provides adegquate compensation.

5.  Encouragessavings. Systematic savingsispossiblebecauseregular pre-

mium arerequired to becompulsorily paid and withdrawa of premiumisnot
dlowed.

6. Providesprofitableinvestment: A lifeinsurance contract provides not
only protection but also providesinvestment opportunity, asitisnot acon-
tract of indemnity.

7. Fulfilstheneed of a person: Insurance hel psfor meeting requirement and
needs of apersonlike family needs, old age needs, specia needslike edu-
cation, marriage of children etc.

B. Benefits to business

S CQ
@ AN

Financial:
Tadares |

Protection Fromv
Business Intervruptiovw

1. Reducesuncertainty of businesslosses: Uncertaintiesin business are
eliminated by insurance. Thevauablepropertiesof businessareprotected by

fireinsurance, theft and burglary insuranceetc.
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2.

Increaseefficiency: Business men get free from unnecessary botherations
and devotes more care and energy to maximize hisprofits.

Key man indemnification: Personshaving expertise, experience, ability to
control the businessare moreimportant for the employers. Death of such per-
sonsprovesa seriouslossthan by fire . The compensation to the dependents
of such employees require adequate provision which can bemet by purchas-
inglifepalicies.

Addition tocredit. A business man can obtainloan by pledging thepolicy as
collatera security for theloan.

Business continuation. The partnership business may be discontinued at
thedeath of apartner. Theinsurance helpsto continuethe business.

Employeeswelfare. Provisionfor welfare of employeescan bemadeby life
cover, sicknessbenefitsand pensions.

C Benefitsto Society

1.

Protection of wealth of society: Insurance providesagainst |oss of human
wealth. Loss of damage of property can also beindemnified by theinsurance
company .

Economic growth of thecountry: Asinsurance provides protection against
lossof property, if any such damagesarise, the assets can be replaced without
lossof production . Thus, Economic devel opment of the country isinsured by
having suitabl einsurance cover.

Accelerating the production growth: Adeguate capital from Insurance
Comypanies accelerate production cyclein the country. Economic growth of
the country isassured and the process of growth isaccelerated which isessen-
tial inacountry likeIndiawherethe populationisincreasing very fast.

Reducinginflation: Intheform of premium Insurance Companiesget huge
volumeof money supply from the public, which theinsurance company put
into productiveactivities. By promoting savings, insurancecompanieshelpin
reducing consumption and thereby reduce theresultant inflation.

Assessment Activity

e Categorise the benefits into benefits to individual, to business and to
society.
® Show achart exhibiting the benefitsof insurance




B BANKING AND INSURANCE SERVICES

3.1.7 Classification of Insurance (Types of Insurances)

&

it I A SO | L = ¥

I nsurancemay bebroadly classified intotwo
I.Lifelnsurance Il.Non-lifeinsurance (General I nsurance)

I. Lifeinsurance Lifeinsuranceisafinancid coverage oncontingency, linked
with humanlife, like degth, disability, accident, retirement etc. Lifeinsurance
or lifeassuranceisacontractswhereby theinsurer, in consideration of apre-
mium, undertakesto pay the assured or nominee or hisdependent, aspecified
sum of money on the expiry of acertain period or on the death of the assured
whicheverisearlier.

Human lifeisthe subject matter of lifeinsurance contract. If aperson diesthe
payment will be madeto the dependent of the deceased. To effect lifeinsur-
ance, onemust haveinsurableinterest like other contracts of insurance. Itis
a so based on utmost good faith but the principle of indemnity isnot gpplicable,
sincethelossof human life cannot be measured intermsof money.

[I. Non-lifeinsurance(General Insurance). Theseare contractsof indem-

nity. Theinsurediseligiblefor compensationintheevent of loss. Thefollowing
arevarioustypesof non-lifeinsurances.

Traditional Classification
Classification of | nsurance

Life Insurance Non-life I nsurance

Fire | . |
Marine Miscdlaneous
eg.Personal Accident, Motor
Insurance, Cattle Insurance,etc
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Modern Classification
Insurance

Life Insurance Non Life Insurance

Insurance of property  Insurance of liability Insurance of

+ Fire + Publicliability person | nsurance of

* Burglary * Productligbility * Personal « Loss of profit

* Motor * Professional indemnity  accident « Fidelity guarantee
Maine * Legal liability » Health '
e Machinery  Thirdparty

1. Firelnsurance Freinsuranceisdesignedto providefinancid protection against
loss or damage by fire and other specified perils. It isapackage insurance
policy. Theremust beactual ignition which ought to be accidenta. Thefire
insurance shiftsthe burden of firelossesfrom their actua victimsto all the
members of the society. It isaco-operative deviceto sharetheloss.

2.  Marinelnsurance A contract of marineinsuranceisan agreement whereby
theinsurer undertakesto indemnify theassured, in the manner and to theextent
thereby agreed, against |ossesincidental to marine adventure. It may cover
loss or damageto vessels, cargo or freight. Marine Insurance may be Hull
Insurance, Cargo Insurance and Freight Insurance

3. Moaotor Insurance: Asper the provisionsof Motor VehiclesAct 1939it was
made compul sory for themotorist to insureagainst therisk of liability tothird
parties. In other words, theinsurance of third party liability arising out of the
use of motor vehiclesin public placeis made compulsory. Act policy /Third
party policy and Comprehensive policy(combination of Act policy and TP
policy) aretheimportant kinds of motor insurancepolicies.

4. Personal Accident Insurance A contract of persona accident insuranceisa
contract whereby asum of money is secured to the assured or hislegal repre-
sentativein theevent of hisdisablement or death by accident.




B BANKING AND INSURANCE SERVICES

5. Health Insurance Theterm'Hedth Insurance'relaesto atypeof insurance
that essentially coversyour medical expenses. A hedthinsurancepolicy like
other policiesisacontract betweeninsurer and anindividua /groupinwhich
theinsurer agreesto provide specified health insurance cover at aparticular
‘premium’* subject to termsand conditionsof the policy. Itispopularly known
as mediclam policy.

6. Burglary Insurance: Burglary insurance enablesthe businesshousetore-
coup thelosses suffered by them consequent on burglary or housebresking. In
order to givecovers, theinsurance department hasalso devised other types
of policiesbesidesburglary policy. It may also beatheft by apersoninthe
premi seswho subsequently breaksout by violent and forcible means.

7. Fiddity guaranteelnsurance :Fidelity guaranteeinsuranceindemnifiesthe
employer against thefinancia loss suffered by him dueto thedi shonest actsof
theemployees. Themajority of policiesareissued to commercia and manu-
facturing firmsin both in public and private sectors. Therate of premium de-
pends up on the type of occupation, status of the employee, the systematic
check and supervision.

8. Product liability Insurance : Theproduct liability insurance protectsagainst
clamsof persona injury or property damage caused by the defectsof prod-
ucts manufactured or sold or supplied through business. Itis designedto help
protect businessby ensuring, indemnity by use of product by general public.
(e.g. Producersor sdlersof Canned food stuff, aerated waters, medicinesand
injectionselectrica appliances, mechanica equipmentsgascylinders, etc.)

9. Professional Indemnity I nsurance: Professional indemnitiesare designed
to provide insurance protectionto professional peopleagainst their legd li-
ability to pay damages arising out of negligencein the performance of their
professional duties. Policiesareavailableto Doctors, Engineers, Architects,
Chartered Accountant, lawyersetc.

10. AgriculturePump set policy: Theinsuranceisgranted on Centrifuga Pump
sets(electricad and diesdl) upto 25 H P. capacity of approved makesused for
agricultural purposeonly. The cover isin respect of unforeseen and sudden
physica damageto pump setsby fire, lightning, riot, strike, maiciousdamage,
terrorism, mechanical, electrical breakdown, and burglary.

11. Livestock Insurance: It provides cover against death of animalslikebulls,

buffdos, cowsand heifersarisng asa result of accident, disease, partuariasation
asthe casemay be.

&
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12. Crop Insurance: Cropinsuranceisbought by agricultura producersor farm-

13

14

ersbesides otherswho want to protect themsel ves against |oss of their crops
dueto naturd disaster likehail ,draught and floodsor thelossof revenuedueto
declineinthepriceof agricultura commodities.

PublicLiability Insurance

Thisinsurance promisestoindemnify theloss caused to third party, resultingin
death or injury or loss of third party’s property, due to the negligent act of
employer, hisemployeesor insured property. Legal costs are also payable
under thepolicy.

The concept of third party includesthe public at large and alarge variety of
risksinvolvedindailylife. Classfication of risksinsured under thispolicy can
be made as under.

property owner’s risks

. Building constructing contractorsrisks.

. Risk of hospitalsand nursinghomes.
. Liftrisks.

a

b

C. Theater’s risks
d

e

f.  Shops, godowns, factoriesand departmental storerisks.
Engineering I nsurance

Thisisoneof themost technical branches of accident insurance. Thisinsur-
ance providesvery broad cover for damageto e ectrical and mechanical ma-
chinery. It also coverslosses or damages suffered by contractorsand princi-
palswith respect to civil engineering project likebuildings, tunnelsetc. Itin-
cludesthefollowingtypes.

1. Boilerexplosoninsurance
Machinery bregkdown insurance
Machinery erectioninsurance

M arine-cum erectioninsurance

g b~ W DN

Storage-cum erection insurance
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Difference between Life and Non-life Insurance

s

Lifelnsurance

Non Lifel nsurance

acontract of assurance

acontract of indemnity

thers<insuredisaeriniteand certan

theeventinsuredisuncertain

insurableinterest cannot be measured

insurableinterestismeasurable

‘Thesubject matter iIshumanlite

Subject matter may be properties,
ligbilitiesor rightsetc

Insurableinterest must be present a the| |ngurableinterest must bepresent during
timeof effecting theinsurance thepolicy period
Long term contract Short term contract

Premium can bepayableininstallments

Premiumpadinlumpsum

Can besurrendered

No surrender facility

&

Indemnity principleisnot applicable

Indemnity isgtrictly followed

Assessment Activity

prepare achart displaying varioustypesof insurance.

|dentify and explain suitableinsurance policy inthefollowing situations

a  Mr.Arun ownsamotor car

b. Mr.Somanisatrader of cosmeticitems

c. Mr.Bijuisanowner of anauditorium

r

1.
assurer or underwriter
2.
insured or assured
3.

|atter.

Additional Information
Basictermsused in insurance
Insurer: The party who undertakesrisk iscalled insurer or

I nsured: The party for whose benefit theinsuranceisinitiated
iscalledinsured or the person whoserisk isinsurediscalled

Premium: Theconsderation for which theinsurer undertakes
toindemnify theinsurediscalled premium. Theconsideration
paid by theinsured to theinsurer for therisk undertaken by the
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(4. Policy: Theword policy hasbeen derived fromtheltalian
word "polizza' whichmeans"arece pt" Thedocument which
containsthetermsand conditionsof theinsurancecontract is
termed astheinsurance policy. It must be stamped, signed,
sedled and dated

5. Subject matter: Thingsor property insurediscalled subject
meatter of insurance.

6. IRDA-2000 (IRDA,ACct-1999) : Thelnsurance Regula-
tory and Devel opment Authority istheregulator of the Insur-
ance Sector.

7. LIC :LifelnsuranceCorporationof India. In 1956, thelife
insurance businesswasnati onaized by taking over 245 com-
panies and by forming onesingle corporation, named asL.ife
Insurance Corporation of India.

8. GIC: General Insurance Corporation of India Act 1972.

Essential Elements of a Valid Contract.
e |aw of contract.

Thelaw of contract isthe most important part of commercial law because every
commercia transaction startsfrom an agreement between two or more persons. It
deal swith agreementswhich can be enforced through court of law. The object of
thelaw of contract istointroduce definitenessin commercia and other transactions.
InIndiathelaw relating to contract isthe Indian Contract Act,1872.
A valid contract must possessthefollowing elements:-

1. Agreement through offer and acceptance.

2. Free consent of parties.

3. Competency or capacity of parties.

4. Lawful consideration.

5. Lawful object.
Agreement.

All contracts are made by the process of lawful offer by one party and lawful

acceptance of the offer by the other party. The person making the offer or promise
iscaledthe"offerer" and the persontowhomtheofferismadeasthe"offereg’. The
offer may bemade oraly or inwriting. An offer together with acceptanceleadtoa
contract which isenforceabl e by the court. Acceptanceisnot effectiveuntil itis
communicated to the party who madethe offer.
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Free consent.

In order to be enforceabl e, an agreement must be based on the free consent of all
the parties. Consent meansthat the partiesto an agreement must agreeon thesame
thing inthesame sense. Thisimpliesthe principle of "consensusad idem™, which
meansidentity of minds. Both the parties should agreeto the samething inthe same
sense. All the partiesto the contract must expresstheir intention to enter into a
contract, independently without any fear, favour or force. In other words, aconsent
is said to be free when it is not caused by coersion, fraud, undue influence,
misrepresentation and mistake.

Capacity of Parties.

Accordingtothe Contract Act, "every personiscompetent to contract ,whoisof
theage of mgority, whoisof sound mind, andisnot disqudified by any law towhich
heissubject." TheAct providesthat minors,lunatics, insolvent etc., aredisqudified to
enter into acontracts.

Lawful consideration.

Considerationisan essentid e ement for thevalidity of acontract. Considerationis
the price of acontract and it isnot enforceabl e unless each party to the agreement
getssomething. This"something” iscaled cons deration. Cons deration consists of
some benefit or any return to the other party. It may represent past, present or future
but must berea and lawful.

In contractsof insurancetheinsured'spromiseto pay premium isthe consideration
for insurer's promise of protection. It may either be asingle payment or periodical
payments spread over aspecified period of palicy.

Lawful Object.

Inorder to makeavaid contract, the obj ect of the agreement should belawful. An
unlawful object of any contract shall makeit unenforceableat law. Thus, the object
of theinsurance contract must belawful. For example, stolen or smuggled goods
cannot beinsured. Again, the contract must not tend to beimmoral or involveinjury
to theperson or property of another. The object must not beillegal, immora or not
againgt public policy. For instance, insurancefor payment of finesfor motor traffic
offenceswould be regarded as opposed to public policy.

The elements mentioned above must all be present. If any of themisabsent, the

agreement does not become avalid contract. An agreement which fulfilsall the
essential elementsisenforceableby law iscalled acontract. Fromthisitisclear

that, every contract isan agreement but al agreementsare not contracts.
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Assessment

e Askthestudentswhether they aredigibletotakealifeor nonlifepolicy, why?
®  Prepareachart showing theelementsof avalid contract

Types of Contracts

The elements mentioned abovemust al be present in acontract. If any of themis
absent, the agreement will not becomeavalid contract. On thebasisof the d ements
contained, contracts can beclassified as:-

¢ Vdid contract

¢ Void contract

¢ Voidablecontract
¢ lllega contract.

Valid contract

Anagreement whichfulfilsall theessentia elementsisenforceableby law andis
called avalid contract or legal contract. From thisit followsthat, acontract that
possessesall theseelementsarelegally valid.

Void contract

A void contract isnot a contract at all. If either or both the parties have no
competency to contract, the contract isvoid. Thus, acontract with aminor isnot
valid. Similarly, wherethe parties are competent to contract, but the consideration
or object isnot lawful, the contract isvoid. For example, where the proposer for
insuranceisaminor, theinsurer cannot accept the proposal. Similarly, wherethe
partiesare competent to contract, but the consideration or object isnot lawful, the
contract becomesvoid.

Voidable contract

Wherethe parties are competent to contract and the consideration and object are
lawful, thecontract isvoidableif the consent isnot freebut is obtained by coercion,
undueinfluence, fraud or misrepresentation. Thecontract isvoidableat the option
of the party whose consent was so obtai ned.

Illegal contract

A contract whichiscontrary tolaw and against theinterest of the publicisanillegal
contract. It hasno legal effect. It cannot be enforced inacourt of law and hence be
caled unenforceabl e contract. Granting insurance protection to thecargo of anenemy
country whenwar isdeclaredisanillegal act. Such an insurance contract will be
congderedillegd.
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INSURANCE AND WAGER

A wager isagambling transaction and thisisdifferent from aninsurance contract in
many ways :-

1.

A contract of insuranceislegal and enforceable by law. A wagering contract
hasno legality or enforceability at all.

2. Ininsurance contract, thelega principleof utmost good faith should be ob-
served. Thisprincipledoesnot apply to wager.
3. Insurance provides protection. Wagering transaction do not provide any pro-
tection.
4. Inacontract of insuranceinsured is protected from loss, subject to certain
conditions. In awager, either of party may winor lose.
5. Theoccurrence of aninsured contingency isnot certain. In awager theevent
issureto happen at afuture date.
6. Inacontract of insurance, neither of the parties desiresthe happening of the
insured event. But, in awager both the partieshave adesireto win.
Assessment
Completethefollowingtable
I nsurance contract Wagering contract
¢ led ¢ llegd
¢ ¢
¢ ¢
¢ ¢ no consderation
¢ ¢

Elementsof Special Contract

In addition to the above general principles, insurance
contract must also confirm to the elements of special

principles(lega principles) they are

UtmOSt GOOd Fa| th i 3 ::;:::»Mﬂm._..
™ r . Pracple of Cartribution,

InsurableInterest \ ‘::'::::“:.*: .....
Indemnity (€
(2 k

Contribution
Proximate cause
Mitigation of Loss.
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1.UTMOST GOOD FAITH

Aninsurance Contract isacontract of 'Uberrimaefide 'ie., contractswhichrequire
absolute and utmost good faith on the part of the parties concerned (insurer and
insured). Ininsurance contract ahigh degree of good faith isrequired because of the
specia natureof contract. Utmost good faith meansthat theinsurer and theinsured
must act in good faith and disclosedl materia facts concerning the subject matter of
insurance.

A materia fact isonewnhich affectsthe judgement or decision of both thepartiesin
entering into the contract. Material factsare thefactorsthat would influencethe
risksof the subject matter. Thesefactshaveadirect bearing onthedegreeof riskin
relation to the subject of insurance.

All thematerial facts should bedisclosed intrue, correct and infull form. There
should be no conceal ment, misrepresentation, mistake or fraud about the materid
facts. Theduty to disclosethematerial factslieson both the parties, theinsured as
well astheinsurer. But in practice, theinsured hasto be more particul ar about the
observance of thisprinciple, because heisusually in full knowledge of thefacts
relaingtothesubject mater. In casetheinsuredfailsto givedl therdevant information,
or furnishesfa seinformation or concea sany materia facts, theinsurer can cance
thecontract, when theinsurer comesto know about it. The contract becomesvoid
andhasnolegd validity.

Inthisrespect aninsurance contract differsfrom an ordinary commercia or business
contract. Business contract is based on therule of "Caveat emptor" i.e., let the
buyer beware. In an ordinary contract of sale of goods the buyer is expected to
taked | reasonablecare at thetimeof buying. Inacommercid contract law requires
only good faith to be observed by the parties. Insurance contracts, on the other
hand, are contractsof utmost good faith.

Breach of Utmost Good Faith

Theprincipleof utmost good faith demand that theinsured hasto disclosed | materia
facts. A breach of thisprinciplearisesunder any of thefoll owing circumstances: -

a). Non-disclosure.
b). Concea ment.
C). Innocent misrepresentation.

d). Fraudulent mi srepresentation.
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Non-disclosure of materia facts may be either intentional or non-intentional.
Intentional or wilful non-disclosure amountsto concealment and thiswould make
thecontract void. Theinnocent non-disclosure and innocent mi srepresentation may
not affect the contract until itistreated asvoid by the aggrieved party. For example,
iIf the proposer represented that the buildingwas of first class construction whereas
it wasnot, theinsurer may avoid the contract of fireinsurance. Non-disclosure or
conced ment of materia factswill |ead the contract to becomevoidableat the option
of theinsurer.

2. INSURABLE INTEREST

Insurableinterestisafundamenta principleof insurancecontract. Itisthelegd right
of apersontoinsure. Itistheinterest of theinsuredin the subject matter of insurance.
A person can enter into avalid contract of insuranceonly if hehasan insurable
interest in the subject matter. A personissaid to haveinsurableinterest in the
subject matter of insurance provided he standsto benefit by the safety and standsto
losefinancidly by lossof or damageto the subject matter. It isheld that aperson has
insurableinterest to an unlimited extent in hisown life. But in actual practice, the
insurer in order to avoid over insurance, usualy limitstheamount of insurancetoa
reasonableleve inproportiontohisneed for insurance, financid statusand earning
capacity.

Essentials of Insurable Interest

Theessentialsof validinsurableinterest arethefollowing :-

1. Theremust beasubject matter to beinsured.

2. Thereationship betweeninsured and subject matter should berecognised by
law.

The policy holder should have monetary rel ationshi p with the subject matter.

Therdationship between insured and subj ect matter should be of apecuniary
one, wherethe policy holder iseconomically benefited by thesurviva or exist-
enceof the subject matter and will suffer at thelossor damage of the subject
meatter.

In casetheabovelegal conditionsare not present, the subject matter of insurance
cannot beinsured asthereisnoinsurableinterest.

Importance of Insurable Interest

Theprincipleof insurableinterest isbasicto thestructureof insurance. Itis required
to makethe contract of insurance enforceableby law. Absenceor lack of insurable
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interest will render the contract void or illegal . Theprincipleof insurableinterest
distinguishesinsurance from agambling transaction. Anyonethen could insure any
onee se'sproperty and betempted to bring about thelossto collect the claim under
thepolicy. Thisisagainst thepublic policy.

How Insurable Interest Arises.

Aninsured obtaininsurableinterest in the subject matter on account of thefollowing
relaionships.

1.

Interest in one'sown life- A person possesses an insurable interest to an
unlimited extentinhisownlife. But, in practice,, thesuminsured will depend
upon hiscapacity and willingnessto pay the premium.

InterestintheLifeof another person - Interest inthelife of another arises
out of relationship of husband and wife. A husband hasinsurableinterest inthe
life of wifeand vice versa. Insurableinterest cannot be presumed from the
existence of other relationships. Thusafather hasnointerest inthelifeof his
sonor asister doesnot haveaninterestinthelifeof her brother and viceversa

I nterest from business relationships- Insurableinterest may a so arises
from certain businessre ationships. For example:-

(@&  Acreditor hasinsurableinterestinthelifeof hisdebtor to the extend of
thedebt.

(b)  Anemployer hasaninterest inthelifeof the employeetothe extent of
thevaueof his’her services.

(© Partnershaveinsurableinterest inthelife of aco-partner.

(d) A companyhasaninterestinthelifeof its'key-men'i.e. valuableem
ployees.

Interest arising from absolute owner ship - Ownership of aproperty en-
titlestheowner toinsurethe property. Thusthe owner of ahousecaninsurehis
house, the owner of acar caninsurehiscar ,etc.

Interest arisingfrom law - A baileeisresponsiblefor damageto goodsin his
possession dueto his negligence. Warehouse keepers, owner of motor garage
etc. areresponsibleto thegoodsin thisway.

Interest arisingfrom contract - A tenant interms of |ease may be respon-
siblefor the safety of theproperty. Hecaninsurethe property eventhough he
isnot theowner.




B BANKING AND INSURANCE SERVICES

7. Interestarisngfrom Legal Liability - Employershavelega liability to pay
compensation to employeesfor empl oyment rel ated accidents, motor vehicle
ownersareliableto third partiesfor the damages caused by accidentsinvolv-
ingtheir vehicles. Theselegd liabilitiescreasteinsurableinterest.

8. Interest arisingfrom Mortgage - A mortgagee or onewho has advanced
money on the security of property hasaninsurableinterest inthe property. But
hisinterestisonly partid,limited to theamount of theloan.

Time when insurable interest must exist

Thetimewheninsurableinterest must exist dependsupon the branch of insuranceas
under :

(@) In Life Insurance - insurabl e interest must be present at the time when
insuranceiseffected, thoughinterest need not exist at thetimeof |oss. For
example, acreditor caninsurethe debtor'slifeto the extent of loan. If the
debtor diesafter repayment of theloan, the creditor may recover theamount
of policy because hehad aninmsurableintertest inthelife of the debtor at
thetimeof effecting theinsurance.

(b) InFireand Accident Insurance- insurableinterest must exist not only at the
time of effecting the policy but also at thetime of theloss. For examplea
person may have purchased certain property and insured it under afire
policy. Subsequently hemay sdll the property to another person. If thereis
alossby fireafter the sale, theinsured cannot recover under the policy as
hehasnoinsurableinterest at thetimeof |loss.

(¢) InMarinelnsurance- insurableinterest must be present at thetime of loss
and need not be present at the time of effecting theinsurance . For ex-
ample, apersonwho importsgoodson C & F (Cost and Freight) terms
hasto arrangefor their insurance during transit. At thetime of effecting
insurance, theinterest in the property may still vesting inthe exporter and
maly not have passed on to the exporter; nevertheless, theimporter hasa
bonafideexpectation of acquiringinterest inthegoodswhen they are shipped.
Theimporter cantherefore effect insurancelegitimately and if the goods
arrivedamaged at destination, he can recover fromtheinsurer ashehasan
insurableinterestinthegoods at thetime of |oss.

<



Reference Book i

3. INDEMNITY

Theword indemnity means'security against |oss or damage' or ‘compensation for
loss'. Insurance contracts promise to make good the loss or damage. Thismeans
that the assured shall be paid only the actual amount of 10ss, not exceeding the
amount of the policy. For thistheloss should be measured in money value. The
amount paid by theinsurance can beequal but never morethan thevalue of subject
matter. For example, if apersoninsure hishouse (vaued Rs.30,000) for Rs. 30,000
againg fireandif thehouseiscompletely destroyed by fire, insurance company will
pay compensation of Rs.30,000. But if the house damaged val ued Rs.25,000, he
will bepaid only Rs.25,000. It meansthat in no casehewill beallowed to makea
profit out of hismisfortune.

The principleof indemnity can beapplied only on general insurance, where actua
lossdeterminationispossible. i.e, indemnity doesnot apply in lifeand personal
accidentinsurance.

Object of Indemnity

Theobject of indemnity istwo fold. First of al, theinsured isindemnified for the
losshe has suffered. In other words, theinsured after theloss, isplaced inthesame
financial position, asfar aspossible, as he occupied immediately beforetheloss.
Secondly, the principle of indemnity ensuresthat the insured does not make any
profit or gain any benefit or advantage out of hisloss. If apersonalowsmaking a
profitintheevent of lossor damageto the property, may encourage himto cause
loss or damageto the property again.

Methods of Indemnity

Mode of Indemnity

N T

Cash Payment Repair Replacement Reinstatement

4. SUBROGATION

The principleof subrogation isan extensi on and outcomeof principleof indemnity.
Itisaform of subgtitution. It meansthat under certain circumstances, theinsurer can
acquireal remediesavailableto theinsured againgt athird party. Subrogation means
placing theinsurer in the place of theinsured. To be more preci se, subrogation may

&
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be defined asthe "transfer of rightsand remedies of theinsured to theinsurer who
hasindemnified theinsured in respect of theloss."In other words, subrogetionisthe
transfer of rightsand remedies of theinsured in the subject matter totheinsurer after
theindemnification. That is, theright of ownership of the affected property passes
ontotheinsurer.

Object - The object of subrogationistoimposeaduty ontheinsured to passover
totheinsurer may right of recovery that he may have against athird party. Having
paidtheclaim, theinsurer isalowed to step into the shoes of theinsured to havethe
benefit of any such recovery. For exampleaperson hasinsured hisproperty against
fire. Through the negligence of athird party afirearoseand the property isdamaged.
Insurerspay the clam for thisdamage and thusbecome entitled to recover fromthe
third party through whose negligence the damage was caused.

Subrogation and Indemnity - Theprincipleof subrogation arisesfromtheprinciple
of indemnity. Theprincipleof indemnity prescribesthat intheevent of lossor damage
of subject matter, theinsured is compensated to the extend of actud |oss, whereas
theprincipleof subrogation prescribesthat thescrap or whatever isleft of the damaged
subject matter of insuranceisto beautomati cally passed into the handsof theinsurer
after the payment of theclaim.

Essential Characteristics of Doctrine of Subrogation

1. Thedoctrineof subrogation appliesonly to contracts of indemnity, ie, con-
tractsof fireand marineinsuranceor in general insurance. It doesnot apply to
contractsof lifeand persona accident insurance.

2. Thelaw of subrogationisappliedtoal contractsof indemnity andit arisesonly
after the payment of the claim ismadeto theinsured by theinsurer.

3. Theinsuredisrequiredto provideall the necessary assistanceto theinsurer
whileenforcing therightsof subrogation against thedefaulter.

4. Theinsurer isgranted theright to suethethird party (defaulter) intheinsured's
name but the expenses of litigation areto be borneby theinsurer.

5. Theright of recovery of compensation from thethird party(defaulter) by the
insurer islimited to theamount of claim paid totheinsured.

6. Theprincipleof subrogation isautomaticaly applied evenwithout any express
conditionthe contracts.

&>
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5. CONTRIBUTION

Principleof contributionisanother outcome of the doctrine of indemnity. It gpplies
todl contractsof indemnity. If aproperty isinsured by several insurersagainst the
samerisk, theinsurersmust share the burden of payment in proportionto theamount
assured by each. Inthiscase, thetota losssuffered by theinsured iscontributed by
different insurersin theratio of thevalue of policiesissued by them for the same
subject matter. If any of theinsurerspaysthewholeloss, heisentitledto acontribution
fromtheother insurers.

Need - Thisprincipleisfor sharing lossbetween co-insurers. It preventstheinsured
from making profit out of hismisfortune. Eg. aproperty isinsured against firefor
Rs.10, 000 with Insurer A and for Rs.20,000 with Insurer B. If the property is
damaged by fireto the extend of Rs. 9,000, theinsured cannot claim the amount
both frominsurer A and B. HereinsurersA and B will proportionately contributeto
theloss. Thelr respective share can befound out by thefollowing formula

Sum insured by theinsurer/ Total Sum insured x actual loss
Thereforethe compensation given by A =10,000/30,000x 9,000 = 3,000
Compensation given by B = 20,000/30,000 x 9,000 = 6,000

Theinsured can recover the entire amount of lossfromtheinsurer A. Inthat case
insurer B should contributeto insurer A asum of Rs. 6,000.

Conditions:-
(&) Thesubject matter of insurancemust becommonto all thepolicies.
(b) Theinsured must bethe same person.
(c) Theperilscovered on al policiesareof thesame.
(d)All thepoliciesmust beinforceat thetimeof loss.
(e) Thepoliciesmust belegaly enforceable.

6. PROXIMATE CAUSE

The phrase proximate causeisderived from the Latin phrase,'causaproxima which
meansthe nearest or immediate cause. Proximate cause meansthe direct, most
dominant, most important, and themost effectivecause of which thelossisoccurred.
Itisthemost closdly and directly connected withtheloss. Itistheimmediate cause
of thelossand not the remote cause. When thereisonly one causefor aloss, the
claim can be settled easily. But when there are two or more causesfor aloss, then
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the doctrine of causa proximaapplies. Then it become necessary to choosethe
most important, themost effectivethemost powerful causewhich hasbrought about
theloss. Thiscauseistermed as™proximate cause™ and al other causes, areconsidered
as'remote cause’.

Theobject of insuranceisto provideindemnity against | oss caused by certain specified
perils. Theperilsinsured areclearly stated inthe policy and theliability of theinsurer
arisesonly if thelossiscaused by theinsured perils.  Inlifeinsurance, thedoctrine
of ‘causaproxima'isnot applied becausetheinsurer isbound to pay the amount of
Insurance, whatever may bethereason of degth. It may benatural or unnatura. Let
usconsider thefollowing casetoillustratethe point.

A personinsured under apersona accident policy went out for hunting and met with
an accident. Dueto shock and weakness, hewas unabletowalk. Whilelyingonthe
wet ground , he contracted cold which devel oped into pneumoniawhich caused his
death. Thecourt held that the proximate cause of death wasthe original accident
and pneumoniaisonly aremote cause. Hencethe clamwaspayable.

7. MITIGATION OF LOSS

Mitigation of loss meansto minimise or decrease the damage of theloss. Itis
prescribed that whenever the event insured against occurs, it shall betheduty of the
insured to takeall such stepsto minimisethelossaswould have beentaken by any
person whoisnot insured. It placesaduty ontheinsured to makeevery effort and
totakeactive stepsto minimiseor reducethelossat aperil, aswould have been
taken by aprudent, uninsured person. Aninsured cannot be asi lent spectator tothe
loss. Hemust do hisbest to minimisethelossand savewhatever isl eft.

Assessment Activity
e Enlistthematerid factsof motor insurance

e Mr.X avail loan from abank and purchased aTV set. Now he wishesto
insureit. Find theinsurableinterest inthe case.

e A buildingisdamaged in an earthquake, for rel easing claim which mode of
indemnity issuitable.

° Prepare chart showing themajor specid principlesof insurance contract

Practical

Makeashort filmfor giving awarenessto general public about the necessity of
reducing road accidents.

>
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Hint-Exploreinternet and collect incidentsof photographs/videosof road accidents.

Narratewith touching words
Find out innovative and creative stepsto reduce road accidents.
Giveagood message

TE Questions

1. Identifythetypeof riskinthefollowing situations.
a. A fireoccuredtoabuildingandlossamounted to Rs. 1,00,000
b. Seriousinjury caused by an accident to Mr. Anand
c. Changeinfashion create alossto the churidar shop owned by Mrs.Nitha
d. Freworksexplosonat Kollam.

2. "Anagreement enforceable by law isacontract”. Suggest and explainthe
elementsrequired to acontract to support thisstatement.

3. Age, occupation, physical fitness, etc arethe material factsrelatingto aper-
sondl insurance. If S0, suggest materia factsrelating to fireinsurancetaken on
abuilding.

4. Completethefollowing

Risk
Financia & Non | [ ||
finencd
5. "Insuranceisnot wager". Statetwo commentsto support this statement.
6. Toacommonman 'hazard meansdanger. Butininsurance, it hasdifferent

meaning. Explain:-
a. thetermhazard

b. thetypesof hazardswith examples
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how the hazards can be assessed or known by theinsurer?

Mr. Sunil, anIT professional approachesyou to know about theimportance of
lifeinsurance policies. Help him by suggesting the benefits of insuranceto an
individud.

Ininsurance, theloss compensation isdetermined through the principleof in-
demnity. The payment of it ismadethrough different mode or methods. Name
andexplainthem.

Namethetypesof insurance policies suitablein thefollowing cases.

a

b.

C.

d.

e.

Damage caused to paddy field by pest infection.
Burglary damage caused to properties.
Trangport of goodsfrom one placeto another.
Injury caused to an employee during hiswork.

Loss of cash by the misdeeds of an employee.

Changesinfashion or demand of aproduct createlossesto thebusiness. Sug-
gest themethodsto minimizesuchrisks.
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Unit 2 : Underwriting and Insurance Documents
Introduction

Generally speaking theterm underwriting meansto undertake aresponsibility is
cdled underwriter. Thisterm wasfirst used in marineinsurance market, whereinthe
risks have been underwritten by the other
merchants. Underwritingissmilar toinsurance
astheinsurer agreesto underwritetheliability

of theinsured public. Thetermunderwritingis . &+
thus used to denote the entire insurance

bus nessand theinsurance companiescameto

be known asunderwriters. Thisunit dealswith -3
the practices concerned with acceptances or

reection of lifeand genera insurance business.

([ Learning out comes

The Learner
e Analyzesthe possibility of accepting or rejecting of an
Insurance proposal

e Describesthe variousfactors considered for risk analysis
and itsimplication

e Explainsthe need and different aspects of assignment and
nomination and surrender of Insurance Policies

e Explains the various factors affecting a risk and identify
the procedure of accepting or decline a non life insurance
proposal (Motor, fire ,cattle)

e Describesthe various factorsto be considered while calculating
life and non life Insurance premium

e Explains the importance and necessity of various documents
in life and non-life Insurance

. J

Meaning

When a person submits aproposal for insurance, theinsurer takesadecision on
whether to accept it or not. Theinsurer takesthe decision after eva uating the probable
risk. Insurance underwriting isadetailed and systematic analysisby aninsurance
company to evaluatetherisks of apotential candidate for insurance, based ona
variety of actuarid factors. Theobject of underwriting processisto pricetheinsurance
inaccordancewith itsassociated risk.

The personswho underwrite risks or agree to compensate the probablelossare
known asunderwriters. The underwritersperformthefollowing functions
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Assesstherisk proposed based on avariety of factors
Classify the assessed risksinto different groups
Decidewhether therisk should be accepted as proposed or on modified terms
or withrestrictiveclauses
4. Decidethetermsof acceptance
Assessment Activity
® A racing carisproposed for insurance-
a) Assesstherisk factors
b) Fix thetermsand conditions.
Underwriting in Life Insurance

Lifeinsuranceisacontract whereby theinsurer promisesto pay acertain sum of
money to or to the nominee of insured up on the death of insured or onexpiry of a
certain period whichever isearlier. Underwriting inlifeinsuranceisaprocess of
determining whichrisk classismost appropriatefor the proposer based on severa
factors such as age, gender, current physical condition, medical history etc.
Underwriting process benefits the consumers and company by classifying the
proposersaccordingtotheir level of risk.

Underwriting processin lifeinsuranceinvolvesthefollowing steps:
1. ReceivingProposal Form

Underwriting process starts with receipt of proposal form from the applicant.
Proposal formistheapplication formfor insurancewhichisaprinted/electronic
form. It containsquestionswhichwill ass st theunderwriter to assesstherisk. Proposd
formistobefilled by the proposer in suchamanner toreved al themateria fact to
assesstherisk.

2. Assessment of Risk

After examining thedatacontainedinthe proposal form, theunderwriter will make
adecisionabout thelevel of risk. For thistheunderwriter must verify thefollowing
document also:-

a. Agent'sconfidential report(ACR)

Theagent must disclosewhatever detail she knows about the proposer and confirm
the contents of the proposal and add any other rel evant information not mentioned
inthe proposal. Thereforethereport isconfidential and it isthe property of the

insurer.



Reference Book i

b. Medical report

Insuranceisgiven only to aperson of sound health and mind. Thereforetheinsurer
ingstsfor amedical examination of proposer beforeenteringinto contract.(Subject
to conditions) Medical report isaconfidentid report prepared by aquaified alopathic
doctor after examining the present and past health conditions of the proposer.

c. Proof of age
Itisimportant becausethe rate of premium depends on the age of insured, copy of

birth certificate, school certificate, passport, identity card given by employer, driving
licenseand PAN card aretreated as standard age proofs.

d. Proof of income
Proof of incomeising sted by theinsurer when the proposed policy sumistoolarge.
Sdary dip, employer'scertificate, incometax return are general ly accepted proof of
income,

e. Moral hazardreport (MHR)
Moral hazard meanstherisk to theinsurer dueto the dishonesty of the proposer.
MHR isprepared by the officer of theinsurer which containsthe detailsof moral
hazard associated with the proposer. It is needed when it is suspected that the

proposer islikely to be dishonest or proposer intendsto make profit out of proposed
insurance.

After analyzing the avail abl e data, the proposer is placed in the appropriate risk
group and the underwriter takes the decision on the acceptance of the proposal.
Thedecisionmay beany oneof thefollowing:

a  Accepts asproposed at Ordinary Rates(OR) which meansthat therisk is
assessed as standard

Accept withextrapremium

Accept withmodifiedterms

Accept with specified clause

Postponefor aspecified period

Declinewhich meansthat therisk istoo heavy toinsure

w "o a0 T

Receivingfirst premium
I

—

the proposal isaccepted, the decision must be conveyed to the proposer within
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15 days. Onreceiving first premiumtheinsurer will issue First Premium Receipt
(FPR) whichisthe evidencefor the beginning of insurance contract. FPR become
irrlevant up ontheissueof policy document.

4. Issueof Policy

Policy isthemost important document inlifeinsurance which containsthetermsand
conditionsof insurance contract. It should be signed by acompetent authority and
stamped adequately according to the Indian Stamp Act.

Assessment Activity
e Collectaproposa formandfill it
e Preparealist of documentsrequiredfor insuringlife.
* Prepareamodd of lifeinsuranceproposal form.
Assignment and Nomination

A lifeinsurance policy isaproperty, soit can be sold, mortgaged, charged, and
gifted. One of the methods of transfer isthe assignment. An assignment enables
transfer of therights, titleand interest of the assignor to theassignee. Section 38 of
thelnsuranceAct, 1938 states that

e  Theassignment can be doneby an endorsement on the policy or by aseparate
deed.

e |tmust besigned by thetransferor or hisduly authorized agent.
e  Thesignaturemust be attested by awitness

e Theassgnmentiseffectiveassoon asitisexecuted

e |tmust besenttotheinsurer long withanotice

The person making the assignment should havetheright or titleto the property.
The assignor must be major and competent to contract.

NOMINATION

Nominationisasmpleway to ensure easy payment of policy money inthe case of
death claim. The holder of apolicy on hisown life, may nominate the person or
personsto whom the money secured by the policy shall be paid intheevent of his
death. Thiscanbemadeat thetimeof proposd or a any timeduring the currency of
thepolicy. A person having apolicy onthelifeof another cannot effect anomination.
A nomination can be changed by the policy holder by making another endorsement

onthepolicy.
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A nomination givesthe nominee only theright to receivethe policy money inthe
event of death of thelifeassured. A nomineedoesnot haveany right to thewholeor
part of theclaim.

Whenanomineeisaminor, an gppointee shoul d be appointed by the policy holder.
The appointeel oses his status when the nominee becomesamajor.

NOMINATION VS. ASSIGNMENT

( Nomination Assignment )

1. Canbedonebeforetheissueof the 1. Canbedoneonly after issue of
policy or after theissueof policy thepolicy.

2. Theholder of apolicy onhisownlife, [ 2. Theabsoluteowner of the
i.e.thelifeassured aone policy can make assignment.
canmakenomination.

3. Policy holder retainsfull control and 3. Policy holder losescontrol over
can ded withthepolicy thepolicy. Assgneeistheowner
without the consent of the nominee. of the policy and can deal with

it.

4. Need not be supported 4. Must besupported by a
by aconsideration. consderation.

5. May bewitnessed. 5. Must bewitnessed.

6. Nomineehasnoright to 6. Assigneehastherighttosue
sueunder thepolicy. under thepalicy.

7. Itcanbealtered by thelife assured 7. 1t cannot be cancelled by the
during thecurrency of the palicy. assgnor.

8. Wherenomineeisaminor, an 8. Whentheassigneeisaminor,
appointee should be appointed. guardian isto be appointed.

9. Nominee’s right is only to collect 9. Theassgneeisentitledto desl
policy money on the desth of the withthepolicy andtoreceive
assured. the policy moneys.

Lapse, revival and Surrender of Lifeinsurancepolicy

Thepolicy holder isliableto pay the prescribed premium aslong asthepolicyisin
force. If hefalsto pay the premium duewithinthestipulated date, thepolicy lapses.
Thelapsed policy may berevived withinaperiod of fiveyearsfrom theduedate of
first unpaid premium. Therevivd of |gpsed policy ispossiblewithin six monthsfrom
the duedate of first unpaid premium by paying the arrear premium with interest.
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After six months, reviva ispossibleonly by producing satisfactory evidence of
hedlth and habitsof insured.

Surrender of Policy

A surrender isavoluntary termination of the contract by the policy holder. A
policy holder can surrender thelifeinsurance policy beforeit becomesaclaim.
Surrendersarenot allowed unlessthe policy hasrun for aminimum period of
time, which may vary from three to seven years. The amount payable by the
insurer to thepolicy holder on surrender iscalled the surrender valueor cash value.
Thesurrender valueisusudly apercentage of the premium paid or apercentage of
thepaid up vaue. The percentageincreases as duration of the policy increases.

Assessment Activity.

Completethefollowingtable

~N

Assgnment Nomination
¢ Transfer of ownershipof policy | ¢ Namingaperson by the
hol der to receive proceeds policy
¢ ¢
¢ ¢

*  Prepareancteon theconditionsof surrendering alife policy, which hascom-
pleted 20 yearsof premium payment.

Underwriting of Non-life insurance

Nonlifeinsuranceincudesinsuranceof property, interest, liability, hedth, machinery
etc. Itsunderwriting processincludesthefollowing steps

1. Receivingof proposal form

Proposa form containsquestionsdesigned to get al materiad information about
the particular risk proposed for insurance. The nature of questionsvaries
according to thetype of insurance concerned. Proposal form providesall
materid factsregarding the subject matter of insurance.

2. Inspection of subject matter

Beforeacceptingtheproposa, an officer of theinsurer must conduct aphysi-
cal inspection of property proposed for insurance so asto ensure that the
datacontained in proposal form aretrue and correct.
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3. Premiumrating

Themost important work inunderwriting isthefixing of rate of premiumto be
charged for insurance. Value of property, degree of hazard, past experiences
of lossetc. areconsidered for fixing rate of premium.

4. Issueof cover note
Cover noteisissued by insurer on receiving first premium from the proposer.

Itisatemporary evidence of insurance protection whichwill be suspended on
issueof policy.
5. Issueof Palicy/ Certificate

Policy isastamped document which isapermanent evidence of insurance
contract. Inmotor insurance, acertificate of insuranceisrequiredin additionto

policy.
Assessment Activity
¢ Listouttheelementsof acover note
e Listoutthedocumentsrequiredfor insuring nonlifeinsurance.
Insurance Premium
Meaning

Insuranceisacontract between insurer and insured. To beenforceableat law every
contract must have consideration. Premium isthe consideration of aninsurance
contract. Without the payment of premium, an insurance contract will not become
valid. Insurance premiumisthe consideration paid by theinsured to theinsurer for
hispromise. Premium should bepaidin advance.

Premiuminlifeinsurance

Inlifeinsurance premiumisdetermined on the basis of life expectancy of proposer
after consderingthefollowingfactors:

a. Age- As age increases, the
probability of risk increases.
Thus the amount of premium
varieswith age of theinsured.

b. Physical conditions- Height,
weight, BMI, measurement of chest, pul serates, blood pressure etc. are
sgnificant.

BMI (Body Mass Index) is the
propor tion between body wei ght and
height. Itsrangeis 18.5-24.9
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c. Habits Bad habitslike smoking, alcoholism, drugsetc. adversely affect
lifeexpectancy.

d. Family history- Early death of parents, genetic and hereditary illnesses,
diabetesetc. can be determined from family history.

e. Occupational hazar d- Thenature of job and the placeinwhichthejobis
done haveeffectson health andlife span.

f. Moral hazard.
M ode of payment

Thepremiumrateisoften ca culated annudly but for the convenienceof theinsured,
it can be paid half yearly, quarterly or monthly. Premium must be paid on or before
duedate. But an additional period called 'daysof grace' isalowed for payment of
premium, 30 daysaredlowed for yearly, haf yearly and quarterly premiumsand 15
daysfor monthly premiums.

Premiumin Non- lifeinsurance

Non lifeinsuranceisusualy for aperiod of one year. The premium on non life
insuranceisascertained onthebasisof va ue of subject matter, degreeof riskinvolved
etc. Premiumispaid onceinayear at the commencement of insurancecontract. No
noticeof renewal of policy isserved by general insurance companies.

Practical
Cd culate premium payable/month from thefollowing information

Nameof Policy Endowment
Period of insurance 25 years
Ageof proponent 25years
Tablepremium 168.17/Millie
Suminsured 10,00,000

Assessment Activity

e  Cdculaeinsurance premium. Sum Insured- 5,00,000, rateof premium 216.23/
1000

®  Preparechart showing modeof payment of premiuminlifeand non lifeinsur-
ance.
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| nsurance Documents

Insuranceisacontract between two parties. Theremay be disputes between insurer
and insured or insurer and beneficiariesin the absence of adequate documentary
evidencesinthehandsof boththe parties. Thereforedocumentationisvery important.
Thefollowing aretherel evant documentsininsurance contracts:

1. Proposa form
Cover note/ FPR
Insurance policy
Certificate of Insurance

o WD

Renewa Premium Receipt
6. Clamform

Proposal form

Proposal formisthe application for al insurances. The printed proposal formis

filled in by the proposer in own handwriting and signed in the presence of witness.
The proposer isexpected to furnish trueand fair detail s (principle of utmost good
faith) because any misstatement will |ead to makethe contract voidable. Thecontents
of proposal form vary according to the class of insurance. Proposal form aways
containsgenera information such asname, address, occupati on and annua income
of proposer.

Lifeinsuranceproposa form contains specia information such asage and date of
birth, sex, physical conditions, family history, detailsof nomination, detailsof earlier
policies, preferred mode of payment of premium etc.

Generd insuranceproposa formsmust contai n the complete detail sof the property
to beinsured and theinformation regarding physical and mora hazards.

Every proposal form contains adeclaration by the proposer. All the statements
therein aretrueand correct to the best of hisknowledge.

Cover note/ FPR
Cover noteisatemporary document issued by theinsurer onreceiving first premium.
It containsthe details of insured, insured property and terms and conditions of

insurance contract. It will becomeirrelevant on theissueof policy document. Instead
of cover note, First Premium Receipt (FPR) isissued by lifeinsurance companies.
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Insurance Policy

Insurance Policy isthe permanent evidence of the contract of insurance. It hasto
be stamped according to Indian StampAct 1899. Policy document hasthefollowing
parts,

1. Heading- Givesthe nameand addressof theinsurer.

2. Preamble- introducesthe partiesto the contract.

3. Operativeclause- specifiesthe perilsinsured and thecircumstancesin which
theinsurer will becomeliableto make payment to theinsured,

4. Schedule- containsall thetypewritten information applicableto the contract
such asdate of commencement of risk and maturity, sum assured, amount of
premium, period of insurance, policy number, nameand rel ationship of nomi-

nee, etc.
I nsuranceCertificate

Itisadocument issued to motor insurance holdersin additionto policy. Drivinga
vehiclewithout aninsurance certificateisan offence. Theimportant featuresare

Certificate number

Registration mark

Date of commencement of insurance cover
Dateof expiry of insurance
Personsentitledtodrivethevehicle
Limitationsasto use.

o a ~ w DR

Renewal Premium Receipt

It isan evidence of payment of subsequent premiumsissued by lifeinsurance
companies.

Claim Form

Clamformisadocument whichdicitsfull information regarding thecircumstances
of losssuch asdate and timeof loss, causesof |oss, extent of |oss, etc. The contents
of clamform vary with each classof insurance.
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Practical Activity

Preparealifeproposa formtoinsurethelife of Smt. Suja, aged 35 years, working
asteacher, prefersan endowment policy for Rs.2 lakhs.

Hint.: Name, address of insurer, proposer and other personal details..

Assessment Activity

e Draftaclaimform of motor insurance

® Prepareachart showing al insurance documents.

TE Questions

1
2.

Prepare model of acover note.

Mrs.Arunafilled up aproposal form of 'XYZ life'to insure her lifefor Rs2
lakhs. Mention the stepsto befollowed by 'XYZ life beforeissuingapolicy to
her.

Materiad sused for construction, usage of building, location etc arethefactors
affecting premiuminfireinsurance. Namesuch featuresto beconsidered in
lifeinsurance.

Differentiatethe mode of premium payment inlifeinsuranceand non-lifeinsur-
ance.

How an assgnment differsfromanomination.

A proposal isrecelved from ahouse owner to your insurance company for
insuring hishouse. He estimate acost of Rs. 15 lakhs towards his house.
What procedureyouwill follow to underwritethisrisk ?
Following detailsaregivenin the proposa formissued by alifeinsurance com-
pany whileinsuring aperson.

a  Name b. Ageanddate of birth C. Sex

d. Qudification
The abovedetalsarenot complete. Prepareacomprehensive proposal form.
It should be noted that renewa of policy isnot automatic. It dependsuponthe
consent of theinsurer to renew the policy and payment of premium by the

insured. Comment on theabove statement and explain themethod of renewal
of lifeand genera insurancepolicies.
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Unit 3: Insurance Claims
Introduction

Claim meansthe amount payabl e by theinsurance company to theinsured inthe
event of occurrencesof loss. The purposeof seekinginsuranceisto clamfor any
financia lossthat may be sustained. If loss does not occur, no payment would be
madeto theinsuredinterminsuranceand genera insurance. Inlifeinsurance, when
theinsured diesthelegal heirsclaimtheinsured sum fromtheinsurers. Thisunit
dedl swiththeprocedure of claim settlement of lifeand general insurance polices.

( )

Learning Out comes
TheLearner:

e Explainswhat isa claimand how claims occurs and
itsimportancein Insurance

e Explains the procedure of claim settlement and the
need for quick settlement of claims

e Describes different types of claimin Non-life
I nsuranceur ance.

M eaning of I nsurance Claims

Insurance claimisaformal request by thepolicy
holder to aninsurance company askingfor payment
based on the terms of insurance policy. Itisthe
amount payable by theinsurance company to the
insured in the event of occurrenceof |oss.

Typesof claims

Generdly speaking, inlifeinsurancethereisdeath clamsand maturity clams. If the
insured diesbeforethe expiry of theterm of policy, itisknown asdeathclaim. The
legd heirsof the insured aredligiblefor death clam. Maturity clamsarepayableas
per thetermsof thepolicy. If theassured survivestothefull term, thenthebasicsum
insured including bonusis payableto the policy holder.

Innon-lifeinsurance, asitisanindemnity contract, theclaim arisesonly whenthe
insured event happens. Theclamwill bereleased only whenthe insurer issatisfied
that theinsured peril isthecause of |oss.
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Sandard Claim

These clamsare settled strictly in accordance with thetermsand conditions of the
policy.
Non-Sandard Claims

Under thisclaim, theinsured has committed abreach of condition or warranty. The
settlement of non standard claimismadein accordance with therulesand regul ations
formed at particular levelsby theinsurance company.

Ex-GratiaClaim

Theseclamsarerelated with doubtful losses. Theinsurer isnot ligbleto indemnify
theloss. asit isnot covered under the policy. But to safeguard theinterest of the
insurer and insured acertain percentage of lossisindemnified. Inother wordsan
ex-gratiapayment is paid by accepting such claims, and no subrogationrightis
goplicable.

Thesettlement of damiscong dered asanimportant function of aninsurancecompany.
Fair and prompt settlement of claim should be made by the company. Delay in
settlement of claim may affect the reputation of theinsurer and createdoubt inthe
mindsof theclaimant. Theinsurer should negotiate with clientswith courtesy and
patience. If damisregectedit should be communicated to theinsured with convincing
evidence.

Procedureof Settlement of Lifelnsurance Claims.
Therearetwo situationswhereLifelnsuranceclaim arises
a MaurityClams
b) DeathClams
Procedur e of settlement of Maturity Claims

The procedurefor settlement of maturity claimisvery smple. Immediately after
recelving thesigned, ssamped, dischargeformand origina policy certificatefromthe
insured, the Capital Sum Insuredincluding bonuswill be rel eased by account payee
cheque.

The following documents are needed
1. Origind policy
2. Ageproof
3. Assignement deed, if any
4. Dischargeform duly completed and executed.
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Procedur e of settlement of Death Claims

Death claim ariseswhen the assured diesbeforethe date of maturity of the policy.
The procedure of settlement of death claim isnot ssimpleasin the case of maturity
clam. Thefollowing documentsarerequired.

Policy document
Desth certificate
Legd evidenceof title

Clamform

o &~ 0 N P

Dischargeform duly signed
6. Assgnment,if any
Intimation of Death

Theintimation must be given by the person whoisentitled to receivethe proceeds
of thepolicy. Intimation of death should be served to the branch officefromwhere
theinsurance policy wasissued. It must contain thefollowing.

a. A declarationthat thelifeassuredisdied.

b. Dateof death

c. Causeof death

d. Placeof death

e. Policy certificateNo.
Personsauthorized toinform death

a thenominee

b) theassignee

c) thelega heirsor relativesof the deceased.

Pr oof of death

Thecertificate of death issued by locd self government should be submitted to the
branch office of theinsurance company.

Dischargeform

After completionof theaboveformdities, theinsurancecompany will issueadischarge
form, and it should be completed and returned to theinsurer. The persondligibleto

receivethe clam should signinthedischargeform.
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Assessment Activity
e  Listoutthedocumentsrequired for settlement of death claim
e  Ligtoutthedocumentsrequiredfor settlement of maturity claim.

rDocuments; required under Death claims rDocuments required for
a) Policy document Maturity Claims
b) Death certificate a) Original policy document
c) Assignment, if any b) Age proof

| d) Legal evidenceof title c) Assignment, if any

Procedure of settlement of Non-life insurance claim

Hereare someimportant points, whichwould help you inthe claimsprocedure.
Thelossor damage should bereported to theinsurer immediately.
e Onreceiptof clamintimation, theinsurer will forward aclamform.

e Submit the completed claim form along with an estimate of thelossto the
insurer. It ispreferableto submit an itemized estimatewith separate val ues.

e  Theinsurer will arrangefor inspection of the damaged itemsto assesstheloss.
In case of major losses, aspecidist-licensed surveyor isdeputed.

e  Theinsured hasto providetherequired documentsto substanti ate the extent of
loss.

* |ncasethecauseof lossisnot established, itisfor theinsured to provethat the
loss or damage has occurred dueto aninsured peril.

®  Onagreement of claim amount betweentheinsured andtheinsurer, theclamis
Settled.

Factors to be considered for claim settlement.
1. Utmost good faith

Utmost good faith must be observed by theinsured at thetimeof entering the contract,
and continuestill theend of insurance contract. It must be noted asto whether or
not theinsured hastaken al stepsto minimizetheloss.

2. Lossiswithin thescopeof thepolicy

Theinsurance company hasto ascertain whether or not theloss causedto theinsured
iswithinthescopeof theinsurancepolicy issued. If thereismorethan onecausefor
theloss, the proximate cause and not the remote causeis considered.

&
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3. Warranties

These are certain conditionsor promisesinthe contract which areto befulfilled by
theinsured. If warranties arenot followed, theinsurer may be discharged of the
liability from thedate of breach of warranty. Therefore, before settlement of any
claim, the surveyor'sreport must disclosewhether the warranties have been duly
compliedwithor not.

4. Conditionsof policy

Indemnification of lossisto bein accordance with thetermsand conditions of the
policy.

5. Subrogation

Theinsured must provide all possibleassistanceto theinsurer in recovering any
amount fromthird parties.

6. Disagreement

If thereisany disputeor disagreement regarding thefixation of theamount of loss, it
isto bedecided through arbitration. In casetheinsurer deniestheliability for the
clam, thesameisto besettled in acourt of law.
Settlement of Claim under Fire Insurance
Following procedureisadopted for the settlement of fireinsuranceclaims
1. Noticeof Fire
Theinsured shouldintimate thelossas soon asit occurs.
Onreceipt of theintimation of claminsurer verify thefollowing.

a. Thepolicyisinforce

b. Thelossisoccurred dueto perilsinsured

c. Insurableinterest existsduringthepolicy period

d. Theproperty mentionedinthe policy andlocationisthesame

ClaimsRegister-: Thiscontainsthedetails of the claim number, thedate of fire,
policy number, nameof insured, suminsured, estimated |0ss, etc.

2. ClamForm

A damformwill beissued by the company &fter theclamisregisteredintheRegister
of dams. Theclamform containsthefollowinginformation.

a. name, policy number, and address of theinsured.
b. descriptionof loss

causeof loss

particulars of property lost

detailsof other insurances, if any

estimated |oss.

-0 Qoo
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3. Investigation and Assessment of Claims

If theamount of lossissmall, theclaimisinvestigated by an officer of the company
and thereafter clamwill besettled onthebasisof clamform. If theclamamountis
large, independent surveyorsarewill investigate thelossand clamwill besettled on
thebasisof survey report.

Settlement of Motor Insturance Claim
Motor insurance claims are settled in the following stages.
1. Prdiminary scrutiny
2. Assessment of loss
3. Settlement
1. Préiminary scrutiny
a. Firstanoticeof lossisserved oninsurer by theinsured

b. Insurer checksrecordsto find out whether policy isinforce or discontin-
ued.

c. Thelossisenteredintheclamsregiger.
d. Aclamformisissuedtoinsuredfor completionand return.

(Theinsured hasto submit adetailed estimate of repairsfrom any repairer
of hischoice)

2. Assessment

Independent surveyors are employed for assessing the cause and extent of loss.
They are supplied acopy of the policy. Theassessorsinspect thedamaged vehicle,
discussthe cost of repair and submit their survey report. In case of minor damage
claims, independent surveyor isnot appointed. Theofficialsof insurer inspect and
findisetheclams.
3. Settlement.

The survey report isthe basis of claim settlement. Thereport isexamined and
settlement isdone according to the recommendationsin thereport.

Motor Accident Claims Tribunal.

Thisisacourt congtituted by the state government for expeditiousdisposal of motor
clams. Section110of theMotor VehiclesAct 1939 give powersto state government
to congtitute such Tribunals. Section 166 of the Motor VehiclesAct, 1988 provides
that an application for compensation arising out of an accident may be made;
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by the person who has sustained theinjury

o @

by the owner of the property

o

by any agent authorized by the personinjured
d. bythelegd heirsof thedeceased.

Additional Information

In the case of suicide of a person

1.Within one year of commencement of policy-no claim
2.After one year- claim may be paid as the case may be
MACT ( Motor Accident Claims Tribunal)

Thisis court for settling motor accident claim

| nsurance Ombudsman

Official Agency responsiblefor impartially investigating
complaints from consumers against a public authority,
institution or company.

& J

Practical Activities

Explaintheprocedureof claim settlement and suggest therequired claim documents
inthefollowing cases.

a.  Anaccidental damage has occurred to the car owned by Mr. Aji. He esti-
mates aloss of Rs.40,000. Theinsured valueof carisRs.5 lacs.

b. Mr.Anudiedinamotor accident. Hehad alifeinsurance policy of Rs.2 lacs.
Hiswifeisdive,

TE Questions

1. Completethefollowing chart and explaintheterms

( Typeofcl_aims ]

I

? Standard clam ?




Reference Book i

2.

Mr.lyer, alifepolicy holder died in acar accident, writethe claim settlement
procedure and al so mention the claim documents.

MACT stands for ------------

A maruti car owned by Mr. Tom hit acompound wall and cause d damageto
the car and compound wall. Statethefactorsto be considered by theinsurer
for settlingtheclaim.

Draftamodd of fireclamform.

Saji had alifeinsurance policy for Rs. 15 lakhs. The name of the nominee
mentioned inthepolicy isUsha, hiswife. Towhom the clamwill be paid by
theinsurer inthefollowing Stuations(their daughter isstudying in 5th standard)

a. Insuredisdiveat thetimeof maturity.

b. Insured died before maturity.

c. BothSgi andUshaisnot diveat thetimeof maturity.
d. Thepolicyisassigned to abank.

A building wasinsured under afirepolicy with threeinsurersnamely A Com-
pany, B Company and C Company for Rs. 5 lakhs, 3 lakhsand 2 lakhsre-
spectively. Thelosson account of firereported to Rs. 75,000/- .

a.  Work out the claim payable by eachinsurer.

b. Alsowritetheclaim settlement procedure used here.
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UNIT IV

Unit 4: IRDA Regulations and Final Accounts of
Insurance Companies

Introduction

Insurance Regul atory and Devel opment Authority(IRDA) isan autonomous body
set up under the IRDA Act, 1999.

IRDA's Missionisto protect theinterests of policyholders and to regul ate and
deveop theinsuranceindustry. It regulatethe Indian insuranceindustry to protect
theinterests of the policyhol dersand work for the orderly growth of theindustry.
Thisunit deal swith theinsurance operations, such asinvestment of insurancefunds
indifferent securitiesand the preparation of fina accounts of insurance companies.

~

Learning outcomes
ThelLearner:

e  Explainsdifferent regulations
implemented by IRDA in this sector

e  Explainstheinsurance operations

¢ |dentifies and Understant the schedule format of
Revenue account, profit and loss account and
balance sheet

| J

IRDA Regulations

The Government of Indiaset up aregulatory body known as Insurance Regul atory
and Devel opment Authority in 1999 as per the recommendations of Committee of
Reformsin insurance sector under the chairmanship Shri. R.N Mahotra, former
Governor of RBI.The IRDA Act was passed in Dec.1999, provided for the
establishment of an authority to protect theinterest of insurance policy holders, to
regulate, promote and ensure orderly growth of theinsuranceindustry. TheAct
was a so intended to amend theinsuranceAct 1938, LIC Act 1956, and the General
Insurance Business National osation Act 1972.

Thefunctionsof IRDA includeregigtrations, licensing and laying down regulations
for the proper conduct of the businessand protection of theinterest of policy holders.
It isan authority to protect the policy holdersinterest, to regulate, promote and

ensurethe growth of insuranceindustry.
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Thedutiesand powersof thelRDA are:

1
2.

10

1n

12
13

14.

Toregulate, promoteand ensure orderly growth of theinsurance business.

Toissuelicense asper the procedure prescribed inthe Insurance Agent's Regu-
lations, 2000.

To exercisedl powersand functions of the Controller of Insurance.

To protect theinterest of policy holdersin settlement of claimsand termsand
conditions of policies

To cdl for information from, undertake inspection and conduct investigations
including audit of insurer, intermediariesand other connected organi zations.

To prescribethe manner and form in which accountswill be maintained by
Insurersand intermediaries.

Toregulateinvestment of fundsand margin of solvency.
To adjudicate disputes between insurersand intermediaries.

Toissuelicenseasper the procedure prescribed in theinsurance agent'sregu-
lation 2000.

Issueto the applicant acertificate of registration, renew, modify, withdraw,
suspend or cancel suchregistration.

Specifying requisite qualifications, code of conduct and practica training for
insuranceintermediariesand agents.

Specifying the code of conduct for surveyorsand |0ss assessors.
Supervising thefunctioning of the Tariff Advisory committee.
Promoting efficiency inthe conduct of insurance business.

Insurance operations
What isall about insurance?

Insurance business, both lifeinsurance and genera insurance, coversthefollowing
functiona operations.

1.

Product Development- Design of variousinsurance products, like marine,
fire, lifeetc. within each such broad category specific productslike Jeevan
Anand, Jeevan Akshay, AsaKiran etc. will be devel oped to meet specific
requirementsof policy holders. Thepremium of theindividua productswill be
finalized by ng therelated risk with regard to the respective policy.
Risk M anagement- Insurance companies are supposed to monitor continu-
oudy and assesstherisk factors surroundingsindividua policies. Suitablebal-
ancing efforts needsto betaken by theinsurance companiesto keeptherisk -
premium equationsfor ensuring viability of thepolicies.
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I nvestment of insurancefund- Under thisfunction premium on unexpired
risk associated with policieswill beinvestedinvariousfinancia instrumentsso
that sufficient return can be generated for meeting claimsasand when they
arise and for meeting maturity commitments. Inthisregard theregulatory au-
thority also provide broad guidelines.

Claim management- Another major function, insurance companiesneed to
focuson claim management. Termsand conditionsfor admitting clamsunder
different policies needsto beframed in advance. Asandwhenaclaim arises
asspecificaly defined inthe policy document, claminitiation shall bemadeby
the company. Claim admissiblewill be passed by the company and will be
released to the policy holder/legal heirsasthe case may be.

Insurance companiesarealowedtoinvest infour broad categoriesas given below
and IRDA has prescribed prudential limitsfor each category

1. Government Securities
2. Other Approved Securities

3. Infrastructureand Socia Sector
4. All other investmentsas per exposure and Prudential Norms specified.

Investment Limitsfor aLifelnsurance Companieswere provided for the
categories above under Life Business, Pension and General Annuity

Business |
| nvestment Life Insurance Pension and
Category Assets Annuity Assets
(A)Govt.Securitie§ Not Less than Not Less than

25% 25%
(B) Govt. or Not less than Not less than
approved 50% including(a) 50% including(a)
Securities above above
(C) Approved Not exceeding
securities 60%
|. Housing Not less than
infrastructure 15%
bonds(approved
investment
[1. Other -
approved lz\lt% exceeding
investments 0
(D) Investment
in other than Not exceeding Nil
approved 15%
_investments )
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(Theaboveguidelinesare subject to changefromtimeto time)
Final Accounts of Insurance companies

Financial statements

Lifeinsuranceand Generd insurance companiesshdl preparethefinancid satements
intheprescribed form giveninIRDA Regulations. Lifeinsurancecompaniesshould
comply withtherequirementsof scheduleA and generd insurancecompaniesshould
comply with therequirements of schedule B

ScheduleA givesthefollowing formsfor lifeinsurance companies.

1. RevenueAccount-FormA (RA)

2. Profitandlossaccount. FormA (PL)

3. Baancesheet FormA (BS)

Schedule B givesthefollowing formsfor General I nsurance Companies:
1. RevenueAccount FormB (RA)

2. Profitand LossAccount FormB (PL)

3. BaanceSheet FormB (BS)

Termsused in Final accounts

1. Lifelnsurancefund

It representsthe excess of revenuerecei pt of company over revenue expenditurein
connectionwith lifeinsurancebusiness. Thefundisavailableto meet theaggregate
ligbility outstandingondl thepoalicies.

2. Reservefor unexpiredrisk

Itisaprovisionfor claimsthat may arisein respect of policiesinforce of general
insurance companiesonthe dateof balancesheet. Every marineinsurancecompany
isrequired to make aprovision equal to 100% of net premium for unexpired risk.

Every other genera insurance companies make aprovision equal to 50% of net
premium for unexpired risk.

Form of financial statementsof insurance companies
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FORM A (RA)
REVENUE ACCOUNT
For the year ended 31st March 20...
Policy holders' account (Technical Account)

Particulars

Praious

yer(R9

Schedule | Current
No year (Rs)

Premiums earned -Net
Income from investment
a) Interest, Dividends and Rent
b) Profit on sale of investments
c) Loss on sale of investments
d) Transfer/gain onrevaluation
Other Income (to be specified)
TOTAL(A)
Commission
Operating expenses related to insurance
Other Expenses(to be specified)
Provisions(other than taxation)
a) For devaluation of investments
b) Others(to be specified)
TOTAL(B)
Benefits paid(Net)
Interim Bonuses paid
Change in valuation liability against
policies
a) Gross
b) Amount ceded in reinsurance
c) Amount accepted in reinsurance
TOTAL®©
Surplug/deficit(D)=(A)-(B)-(C)
Appropriations
Transfer to shareholders account
Transfer to other reserves
Transfer for future appropriations
TOTAL(D)
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FORM A (PL)

PROFIT AND LOSS ACCOUNT
For the year ended 31 March 20...

Particulars

Schedule
No

Current
year (Rs)

Pradaus

yer(R9

Balance brought forward from

Policy holders account(technical account)
Income from investments

a) Interest, dividendsand rent-gross

b) Profit on sale/redemption of
investments

c) Losson salel redemption of
investments

Other income(to be specified)
TOTAL(A)

Expenses(other than directly related to
the insurance business)
Provisions(other than taxation)

a) For diminutioninthevalueof
investments (net)

b) Others(to be specified)
TOTAL(B)

Profit/loss before tax

Provision for taxation

Profit/loss after tax

Appropriations

a) Brought forward reserve/surplus
from the balance sheet

b) Interimdividendspaid duringtheyear
c) Proposedfinal dividend

d) Dividenddistribution tax

e) Transfer to reserve/other accounts
Profit carried to balance sheet
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FORM A (BS)
BALANCE SHEET AS ON 31 MARCH 20...

Particulars

Schedule | Current
No year (Rs)

Pranous

yer(R9

Sour ces of funds

Shareholders funds

Share capital

Reserves and surplus

Credit/debit fair value change account
Sub-total

Borrowings

Policyholders'funds

Credit/debit fair value change account for
Policy liabilities

Insurance reserves

Provisionfor linkedliabilities
Sub-total

Fundsfor future appropriations

Total

Application of funds

Investments: Shareholders
Policyholders

Assetsheld to cover linked liabilities

Loans

Fixed assets

Current assets

Cash and bank balances

Advance and other assets

Sub-Total-(A)

Current ligbilities

Provisions

Sub-Total-(B)

Net current assets ©=(A-B)
Miscellaneous expenditure

Debit balancein profit and |oss account
| Total
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FINAL ACCOUNTS OF GENERAL
INSURANCE COMPANY

FORM B-RA
REVENUE ACCOUNT
For the year ended 31st March...........
(tobeprepared separately for Fire, Marineand Miscellaneous
insurances)
( Particulars Schedule | Current | Previaus

Balance brought forward from
1. Premium earned- net
2. Others
3. Changeinprovisionsfor unexpired
risk
4. Interest, Dividend and Rent
Total (A)
Claimsincurred (net)
Commission
Operating expenses
Others (to be specified)

Eal A o

Total(B)

Operating Profit/Loss from Fire/Marine/
Miscellaneous business

(A-B)




PROFIT AND LOSS ACCOUNT For the year ended 31st March

Bl BANKING AND INSURANCE SERVICES
FORM B-PL

-------------

Particulars

Schedule

Current

b)
c)

Operating Profit/L oss
Fireinsurance
Marineinsurance
Miscellaneousinsurance
Income from Investments
Interest, Dividend and Rent

Profit from sale or redemption of
investments

L oss on sale or redemption of
investments

Other Income (to be specified)
TOTAL (A)
Provisions (other than taxation)

For diminutionin the value of
investments

Others (to be specified)
Other expenses

Other than directly related to the
i nsurance business

Others

TOTAL(B)

Profit/(Loss) before tax
Provision for Taxation
Profit/(Loss) after tax

Less: Catastrophic Reserve
Profit availablefor appropriation
Appropriations:

Interim dividend paid during the
year

Proposed final dividend
Dividend distribution ontax

Transfer to Reserve/other
“accounts

Balance carried to Balance Sheet
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FORM B- BS
BALANCE SHEET AS ON 31 MARCH 20..

Particulars Schedule | Current | Predous

Sources Of Funds

Share Capitals

Reserves and surplus

Fair value change account

Borrowings

Total

Investments:

Loans

Fixed Assets

Current Assets

Cash and Bank Balances 11

Advance and Other Assets 12

Sub-Total (A)

Current Liabilities 13

Provisions 14

Sub-Total (B)

Net Current assets (C)=(A-B)

Miscellaneous Expenditure (not written
Off)

Debit Balance in Profit & Loss Account

O 0 N oo U»n

15
Total
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|
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Additional information

Re-insurance

When therisk is considered to be too high, that is difficult for the
insurer to bear the liability, in such case, the insurance company
may arrange with another insurer toinsurea portion of theinsured
risk. Thisarrangementis known asreinsurance. Itistheinsurance
of insurance.

TE QUESTIONS

IRDA means----------

State and explaintheimportant powersand dutiesof IRDA
Writeashort noteon

a) Lifeassurancefund

b) Reservefor unexpired risk

Namethe securitieswheretheinsurancefundsareinvested

Prepare arevenue account of ABC Firelnsurance Company for theyear ended
31.3.2015fromthefollowing details

(Rsin 1000)
Premium earned(net) 20000
Net clamincurred 5000
Commisson 3000
Interest, dividend and rent 6000
Operating expenses 6500

Reservefor unexpired risk on 1.4.2014 was Rs.8000

Assessment activity

List out themajor itemsinthefinancid statementsof insurance companies

Extended Activity

1.

In certain casesthere may be chances of liquidation of insurance companiesor
theinsolvency of insurance companies, theinterest of the policy holderswill
not be protected. Inthiscircumstance study therole and powersof IRDA in
protecting theinterest of the policy holders.
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2.  Collect thenamesof insurance companiesfunctioningin Indiaand then classify
theminto Life, Non-life, government , departmental undertaking and private
companies, including their date of incorporationin India.

3.  Makeashortfilmfor giving awarenessto genera public about the necessity of
minimizing road accidents based on the data collected from various sources,
for thelast two weeks
Hint- (&) Exploreinternet and collect incidents of photographs/videosof road
accidents.

(b)  Narratewithtouchingwords

(© Find out innovative and creative stepsto reduce road accidents.

(d)  Giveagood message

Exhibit theabove short filminthe neighboring Artsand Science/ Engineering
collegeand prepareareport including the recommendations of theviewers.

4. WritetheUnderwriting proceduretobeadopted in theproposalsgiven
below.

[ Particulars Case 1 Case 2 Case3 Case4 |
Ageinyears 10 25 32 26
Sex M F M F
Build 30kg/130cm| 45/160 70/170 55/160
Status Student pilot Asst. Manager| Teacher

Annual income|  Nil Rs.15Lacks| Rs6Lacks | Rs5Lacks
Health status Good Normal Handicapped | 6Months
pregnant

Suggested practicals

In banking and insurance sector, variousreports/| etters/tablesand other documents
areto beprepared in English/Maayalam languages, asapart of their business. For
this, aperson who prepare these documentsin computer should need aminimum
gpeed of 30 words per minutein English/Maaya am computing. Hence, thelearner
of thiscourse should betrained to acquirethis specific speed.

1.

List out the variousrisks inour surroundingsand classify theminto pure,
speculative, fundamentd, particular, financid and non-financid and present them
inatable(IT enabled)




B BANKING AND INSURANCE SERVICES

2. Prepareachart showing examplesof materia factsand non-materid factsto
bedisclosedinlifelnsurance.

4. Prepareproposa formof lifeinsurance with the help of excel spread sheet
(IT enabled).

Prepare certificate of Insurancewith excel spread sheet (IT enabled).
Draft amodel of cover note.
Designamode of Lifelnsurancepolicy.

O N o O

Writea letter to thebranch manager of lifeinsurance company to changethe
nomination aready given.

9. Writearequest letter to the Branch manager demanding the surrender of alife
Insurancepolicy.

10. Prepareapremium renewal advicel notice.

11. Preparealetter to thepolicy holder informing the maturity of hispolicy and
request him to produce necessary documentsfor settling theclaim.

12. Preparean acceptance/reection |etter to aproposer on the basis of under-
writing.
13. Askthestudentsto collect policy detailsof their family members/rdativesand

prepare astatement about policy types, amount, period, age, mode of pay-
ment etc.

14. Conduct aroleplay to draw theattention of the public about the necessity of
insuranceinhumanlife.

15. Conduct aroleplay to analysethe need assessment of aprospective buyer
on aspecificinsurance product.

16. Study and andyseafew lifeinsuranceplans (minimum 10 numbers) of differ-
ent compani es, design anew one suitable to acommon man.

Hint. (8 Anapproximateamount of premiumis only required
(b) Highlight thefeaturesof theplan
(©)  Minimum and maximum sum assured should be specified
(d) Periodof insurance, need of medica examination should beincluded

17. Draft anoticeor brochure exhibiting the necessity of Lifelnsuranceinthe

mind of people.
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18.

19.

20.

21.

Cdculatemonthly, Yearly,and Half Yearly premium

Nameof Insured Sageer
Tableof Premium Rs. 60.50/1000
Age 35years
Sum Insured Rs. 500000/-
Nameof policy Endowment
Rebate Re.1/1000 for sum insured above Rs.200000

Additiond Premium (optiond) Criticd illnessbenefit Re.1/1000
Doubleaccident benefit Rs.2/1000

Mr Sujanisapartner of afirm. Asabusinessman and aso asa human being,
list the personswhom he hasinsurableinteresand prepareachart.

Mr Sunil istheowner of abuildingworth Rs50 lakhs. Heinsured the building
against firefor Rs25lakhs. During the policy period, afireoccurred and loss
estimated is Rs. 40 lakhs. Calculate the amount of claim payable, by the
company.

Makeashort filmfor giving awarenessto general public about the necessity of
minimizing road accidents based on the data collected from various sources,
for thelast two weeks

Hint-

22.

23.

€)] Exploreinternet and collect incidents of photographs/videosof road
accidents.

(b)  Findoutinnovativeand creative stepsto reduce road accidents.
(d) Givea message

List out the various hazardsin human life, and motor accidents, and then
classify theminto physical and mord hazards. M ake apower point presenta-
tion on thebasis of above classification.

Prepare aspeech to be presented in your residents associ ation about the pos-
sibility of gasleakage and its consequences, and precaution to be taken to
prevent incidentsin future.
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Hint- speech inEnglishor in Maayalam.

24. Accordingtotheprinciplesof indemnity, the selection of modeof indemnity is
vested withtheinsurer .However, al modesof indemnity arenot suitableinal
cases. Draw achart showing mode of indemnity suitableto different losses.

25. Prepareachart/PPT showing different type of Insurance-Lifeand Non Life.

26. Usingasuitablelnsurance software prepareapolicy certificate of insuring an
individua, amotor vehicleand hedth policy.

27. Mr.Anil aged 30years insured hislife with Standard Insurance Company for
asum Rs25 lakhs on 25/02/2015.He committed suicide on 04.03.2015. His
lega heirslodged aclaim. But theinsurer rejected claim request. Analyzethe
caseand anote showing the procedure of claim settlement andimportant claim
documents(IT enabled)

28. Mr. Sunil met with an accident whiledriving hiscar and thevehicleiscom-
pletely damaged. The owner of the car lodged aclamwiththeinsurer. They
refused the claim request on the ground that thedriver hasno driving license
Anayzethesituation and decidethetypeof clam. Also prepareachart/PPT/
Noteon different typeof nonlifeinsuranceclaim (1T enabled)

29. Theuseof motorbikes/drugsareincreasing among students, and the accidents
aredsoincreasingday by day. Prepareadide show suggesting suitablemea-
suresto control and managethese evilsamong students.

30. Start anunderwriting department inyour class

Hint:- (1) Forman underwriting team consisting of oneclerk, one officer
and a manager
(2 Fixthetermsand conditionsof underwriting Eg. Documents
required, etc.

(3) Eachstudent bringsamock insurance proposa
(4)  Underwritetheproposal
31. Recordthefollowingtransactionin suitablevouchers. (usingtally software)
2016 Jan.1 Mr. Arun commenced businesswith cash Rs.100000
3. Opened abank account with SBI Rs.50000
4. Purchased goodsfor Rs.10000

N
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5. Purchased furniturefor Rs. 15,000, paid by cheque.
6. Bought goodsfrom Rg traders Rs.25,000

7. Soldgoodsfor cash Rs. 10,000

8. Returned goodsto Rgj tradersRs.1,000

9. Soldgoodsto Varun Rs.15,000

10. Issued chegueto Rg.traders. Rs.10,000

11. Received goodsreturned by Varun Rs.500

12. Sold goodsto Ravi Rs.10,000

13. Soldgoodsfor cash Rs.20,000

14. Chequefor Rs.7,000 received from Varun

15. CashsalesRs.10,000

16. Paidrent by cheque Rs.5,000

17. Padsaary by chequeRs.8,000

18. Withdrew Rs. 10,000 by Arunfor personal use
Extract Tria balance Trading, profit and |oss account and bal ance sheet.
32. Computetaxableincomefromthefollowing data

Name Maya
Occupation Teacher
Monthly salary Rs. 35,000

Incomefromhouse property  Rs. 75,000
Shehasone lifeinsurancepolicy in her name and onein the nameof her husband.
SheremitsRs.50,000 asannual premium for her policy and Rs.4,000 as monthly
premium for her husband'spalicy.

( Guidelines for Role play

Number of learners in a group- 4-6

All the learners should discuss the topic

The script should beinwriting

Time for presentation should not exceed 5-10 minutes
Judgement

The following points should be considered

Content, presentation, life skills(self awareness,
empathy, critical thinking, problem solving,
communication, inter personal relationship, decision
making)

~N

El N
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An overview of Module 4
Marketing of Banking and Insurance Products

The service sector dominatesthe Indian economy today, contributing morethan
half of our national income. It isa sothefastest growing sector, with an annual
growth rate of 8% per year. With best job, best income and best talent, service
sector isnow the show case of the Indian economy.

Theroleof financia servicein stimulating and sustaining economicgrowthiswell
known. Bankingand insurance service sector hasmgjor shareinthe service market.
Thesignificanceof bank marketing in Indian banking systemisundeniable. Bank
marketingisnot just advertising and promotion campaign, but amanageria process
by which servicesare matched with markets.

Theterminsurance marketing refersto the marketing of insurance serviceswiththe
motto of customer orientation and profit generation. Insuranceplaysavitad rolein
the economic development of our nation. It act asamobiliser of savings, financia
intermediary, promoter of investment activities, stabilizer of financia market and as
risk managers. Indiaisstill anunder insured country intheworld. Itisat the18th
position among thelifeinsurance market and 28th in non-lifeinsurance market in
theworld. Thisindicate that thereisahuge potential, yet to beexplored. This
modul e discuss how marketing relatesto banking and insurance and what arethe
marketing techniquesbeing used by banksand insurance.
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Unit 1: Introduction to Service Marketing
Introduction

Today, the service sector contributes morethan 50 percent to Indias GDP. Thisisa
far cry fromthestuation afew decadesback, when Indiawasbasicaly an agricultura
economy. Thisshift from manufacturing and agricultureto servicesisbeing witnessed
incountriesall over theworld. With theincreasing prominence of servicesinthe
globa economy, Services M arketing hasbecomeasubject that needsto bestudied
separately. Marketing servicesisdifferent from marketing goods because of the
unique characterigtics of services, namely intangibility, heterogeneity, perishability
and inseparability. Thisunit covers meaning, features, types of service, meaning of
service marketing, difference between service marketing and product marketing
and importanceof servicemarketing.

( R

Learning out comes

The Learner

° | dentifes and describe the meaning and features of services
. Describestherole of servicein an economy

. Describes and differentiate different types of services

° Describes the meaning and significance of service

mar keting

° Differentiates between product marketing and service
mar keting.

° |dentifies and Describe the Service marketing mix

° Describes consumer behavior in service mar ket

. Describestherole of service Marketing in India

. J

Meaning and features of service

Service denotestheaction of doing something for someoneor something. Itislargely
intangible (ie. not materia). A product istangible (ie. material) snceyou cantouch it
orownit. A Servicetendsto be an experiencethat isconsumed at the point where
itispurchased and cannot be owned sinceit quickly perishes.

Definition

TheAmerican Marketing association defines services as 'activities, benefitsand
sati sfaction which are offered for sale or are provided in connection with sale of
goods.
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A serviceisanintangible product involving adeed performance or an effort that
cannot be physically possessed and the dominant component isintangible. Service
must sati sfy consumerswants and needsand includesrenta of goods, ateration and
repair of goodsowned by customers, persond servicesetc. Mgor difference between
goodsand servicesare-

Intangibility

Inventory /Perishability

Inseparability

Incons stency/ Variahility
Characteristics of Services
1. Intangibility
They cannot be seen, handled, smelt etc. Thereisno scopefor storage. Fromthe
customers point of view, thisattribute makesit difficult to evaluate or compare
servicesprior to experiencing thesame.
2. Perishability

Unsold servicetimeis"lost" that isit cannot be regained. It isalost economic
opportunity. (For eg. adoctor whoisbooked for only two hoursaday cannot later
work those hours-Doctor haslost her economic opportunity.)

Eg: airplane seats (oncethe plane departsthe empty seats cannot be sol d)
3. Inventory

Servicescannot bestockpiled. Need to avoid excess unsatisfied demand and excess
capacity leading to unproductive use of resources.

4. L ack of transportability.

Servicestend to be consumed at the point of production (although thisdoes not
apply to outsourced business services.)

5Inconsistency

Each serviceis unique and can never be exactly repeated in the sameform and
content at another point of time. The performance of services of the sameemployee
canbedifferent at different pointsof time. Thevariation candsoresult from different
expectations of different customers. Service providerscan standardize the service
offered by increased use of technology or they can devicevariability asapart of
sarviceddivery strategy. Eg. inagymnasium, some customers may cometo reduce
weight, some may cometo get their body shaped and others may want to add

muscles.
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6.1nseper ability

Servicesddivery requiresdirect (short) channe sof distribution. In somecaseitis
not possibleto useintermediaries, e.g. travel agents, ATM etc.

7. I nvolvement

One of the most important characteristic of service isthe participation of the
customers in the service delivery process. Service should be produced and
consumed S multaneoudy. Thismeansthat consumersmust bepresentintheservice
process.

Role of services in an economy

Serviceslieat thevery centre of economic activity in any society. Serviceactivities
are absol utely necessary for the economy to function and to enhancethe quality of
life. Theroleof service sector in shaping the global economy can be presentedin
thefollowing chart.

Social/pers
onal

£l

Business
services

7

’ S
consume;
Public

administrat Manuf

Infrastructu
re services

N
</
actur

Extractive
sector

ing sector

Themodel of economy showsthethree principal sectors of economy, extractive,
manufacturing and services, whichisdivided into thefollowing subgroups

Busi ness servi ces-consulting, finance, banking
Tradeservices-Retailing, maintenanceand repair
Infrastructure service-Communications, transportations
Socid/persona services-Restaurant, Hedlth care

Public Administration-Education, government
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In acomplex economy infrastructure services and trade services function as
intermedi ari es between the extractive and manufacturing sectorsand the channels
of distributiontothefind consumer. Inanindustriaized economy, specidized firms
can supply the servicesfor themselves. Thus more often advertising, financing,
consulting and other busi nessfunctionsbeing provided for the manufacturing sector
by servicefirms. Service activities are absol utely necessary for the economy to
function and enhancethe quality of life. For example, theimportance of banking
industry to transfer funds and transportation industry to movefood to areasthat
cannot producethem.

Public administration playsacritical rolein providing astableenvironment for
investment and economic growth. The service sector not only facilitatesbut also
makes poss blethe goods producing activities of theextractive and manufacturing
sectors. Servicesarethe crucia forcefor change towardsaglobal economy

Assessment Activity

Collect dataregarding contribution of servicesector towardsGDP of the
following nations

Name of Nation GDPfor 2013-14 GDPfor 2014-15
India
USA
England

& J

\

Types of Services

Sky isthelimit for marketing services. Today we market anumber of services

and thishas engineered asound foundation for the devel opment of innovative
marketing Srategies. Thesarvicegenerating organization a soredizetheimportance
of quality in managing the development process Thismakesit essential that
almost al the service generating organi zations make sincere effortsto make the
sarvicesinternationdly compstitive.

Thereareanumber of serviceslikely to be productiveif thepoliciesand strategies
areinnovated. Themaintypesof servicesare-

Banking services
Insurance Services

Transportation Services

N
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Tourism Services

Hotel Services

Consultancy Services
Information Technology services
Education services

Personal care services

Hospitd services

Electricity Servicesetc.

Banking Services

Among the Service generating industries banking services occupies a place of
outstanding significance, withtheincreasing level of customer'sexpectations. Itis
essential that the public sector commercia banksinnovate strategies and promote
technology driven, user friendly servicesto increasethe market shareto project a
positiveimage. Thismakesastrong advocacy infavour of bank marketing sinceits
goplicationinaright fashionwould answer toanumber of unsolved questions. Different
types of banking services includes, business |oan, checking accounts, savings
accounts, debit and credit card, merchant services, credit card processing,
reconciliation and reporting cheque collection.

I nsurance services

Wherever thereisuncertainty thereisrisk, wherever thereisbusiness, thereisrisk.
Thisrisk cannot be averted. We do not have any command on uncertainties since
thereareanumber of uncontrollablefactors. Insuranceisacooperative deviceto
accumul ate fundsto meet uncertain losses. Among theavailableinsurance services
are contractsto protect properties such ashouses, vehiclesrembursement of hedth
carecosts, maturity or death benefit to lifeinsurance policy holders.

Transportation services

Trangportation servicesoccupy aplaceof outstanding sgnificancein nationa economy.
It solvesthe problem of placedifficulty in business, thereisaplace gap fromthe
place of productionto the place of consumption. Goods produced in onepart of the
country may berequired for consumptionin other part of thecountry. Thustransport
sarvicesareutilized for bridging the place gap. Thereare several model sof transport
such asroad, rail, water and air.
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Tourism services

Tourism sector attributesto the economic growth of India. It providesemployment,
contributesto GDP and earnsva uableforeign exchange

Intourism marketing we are marketing adestination. Onceadestinationissoldtoa
customer or acustomer group, everyonewho isproviding someserviceinrelation
totourism getsbenefited. Thehotel sor thecarriersor thetravel agents, al benefit if
touri st trafficisgenernated for adestination from domestic or foreign or both sources.
A destination may bevisited becauseof itsnatura landscape, or resources, historical
monuments, religioussignificance, shopping or it may beaman madetourit atraction.

Hotel Services

Indiaisafamousholiday destinationin theworld and providesamplefacilitiesfor
launching and boarding. It has state of art hotel sto cater to itsever booming travel
and tourism industry. Many hotelsand resortshave copped up in Indiaover thelast
few yearsto cater the accommodation needs of everybody.

Assessment Activity

Collect pictures of the following services
mentioned below and make an album

o Health service

o IT service

o Insurance service
o Banking service
o Transportation

o Communication

M eaning and significance of ServiceMarketing.

Service marketing ismarketing based on rel ationship and value. It may beused to
market aserviceor aproduct.

Marketing in aservice based businessisdifferent from marketing aproduct based
business.. Marketing management coversnot only the marketing of goodsbut also
the marketing of services. Servicesareto bemarketed in accordance with the
interests of buyers. Marketing of servicesinvolvesthe interaction between the
provider and the customer.
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Service Marketing can be defined asthe process of identifying, pricing, promoting
and providing theright servicesintheright timeto the customerswith aview to
satisfy their requirementsand the objectives of the service provider.

Significanceof servicemarketing

Proper marketing of servicescontributes subgtantidly to the process of development.
Infuture, the service sector would operatein aconducive environment offering
great potentia for growth. If the opportunitiesare properly utilized by theservice
sector, itwill leadtoanal round development of the economy. Thesignificance of
service marketing may be discussed under thefollowing headings

1. Generation of employment opportunity
2. Optimumutilization of resourses

3. Capitd formation

4. Increased standard of living

5. Useof environment friendly technology

Generation of employment oppor tunities Thecomponentsof service sec-
tor arewideand varied. Itincludes Banking services, Insurance services, Trans
portation servicesetc. The organized and systematic development of the ser-
vice sector would create enormous empl oyment opportunities. Application of
marketing principlesinthe servicesector isinstrumenta to the devel opment of
theeconomy.

Optimum utilization of resour ces. Thelabour content of most manufactur-
ing activities isdropping steadily with the use of technology, whilethe [abour
content in service sector iscomparatively high. An important agendaof the
world trade organizations istheopeningup of marketingfor services. Service
industries such astourism services, hotel services, entertainment services
etc. contributeto the growth of economy by consuming various natural re-
sources. Thus services marketing hel psto conservetheval uableresourcesfor
futuregenerations.

Capital formation: Investment encouragescapita formation. If investmentis
madein servicesector, it will contributeto the nation building process. Perfor-
mance of profitable services can absorb higher investmentsthere by acce erat-
ingtherateof capital formation.
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4. Increasingthestandard of living. The standard of living of the peoplein
any country would be decided onthebasisof quality and standard of products
or servicesavailed. The standard of living cannot be improved by offering
more opportunitiesfor earnings. Onthe other hand, the standard of livingis
determined by the availability of goodsand services and awise spending on
them.

5. Useof environment friendly technology: Developed countriesare making
full useof latest technol ogy while rendering services. Technol ogies used by
serviceorganization such as banks, insurance companies, tourism, communi-
cation services, etc: are not detrimental in any way to the environment .

Assessment Activity

Make astudy about the percentageincreasein employment opportunities provided
by thefollowing sectors

Tourism Communication Insurance

l ,

Difference between product marketing and Service M arketing.

1. Inproduct marketing, the marketer marketsatangible product. Butin service
marketing an intangibleproduct ismarketed.

2. Inproduct marketing, the customer evaluates the product beforeit is pur-
chased. Butin servicemarketingit isdifficult to evaluateit before buying.

3. Thepriceof product isdetermined on the basisof itscost of production. The
pricing of serviceisvery difficult.

4.  Servicecannot bepictured in an advertisement or displayedinastore. Soitis
very difficult toexplainaservice. Thereisno such problemin product market-
ing.

5. Theunused product can be stored and sold at some other time, but the unused
services cannot be stored for future.

6. Standardizationispossiblein product marketing, whileitisnot possiblein
servicemarketing.

7.  Themaketingmix dementsof product marketingincludeonly 4 dements(prod-

uct, price, place and promotion) .While service marketing , apart from these
elements, there are 3 more elements namely people, process and physical
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Assessment Activity
Completethefollowingtable

Product marketing Servicemarketing
¢ |t markettangibleproduct | e
L ¢ Difficult toexplaintheproduct
[ ] [ ]

7

P's of Service Marketing Mix

The marketing mix isthe consideration of element that make up the entire market
process. Thestrategiesfor the marketing require some modification when approved
to servicesdueto the special featuresof services.
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The service marketing mix includes 7 elements namely Product, Price, Place,
Promotion, People, Processand Physical evidence.

1. Product (Service Package)

Product isthe key e ement inthe marketing mix. It refersto anything that can be
offered to a market to satisfy awant or need. Even though intangible, they are
things. A product decision isconcerned with what servicewill be provided, when
they will be produced, how they will be provided and who will provided them.

2.Price

Pricing refersto the process of setting pricefor the product. Pricing strategy includes
the price charged and terms associated with the sale, such aslist price, discounts,
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alowances, credit terms, payment period, couponsetc. Priceisdirectly associated
with salesand revenue. Themain consderationsin pricing strategy are competition,
sengitivity of the customers, etc.

3. Promation

Promotion includes communicating with key marketsand facilitating the exchange
process. Itisavita eement intheservicemarketingmix asit formsabridge between
thesdller and customer. Variouse ementson promotion mix are advertising, persond
sdling, public relation, salespromotion, tel emarketing, word of mouth etc.

4. Place

Place element of the marketing mix refersto different channel s of distribution and
effective management of these channels. It includesphysical location, distribution
poi ntsand management of an array of process needed to provide productsor services
to customers. So place coverstwo itemsnamely geographical coverage (location)
and how it will bedistributed (channels). Service marketer just like the product
marketersare bound to face distribution and channel problems.

5. People

Peopl e here symbolize and refer to the empl oyees, customers and stakeholders
who take part in the service delivery. Peopleplay animportant rolein the service
marketing mix. Itisonly theskills of the peoplethat can ater the behaviour and
perception of potentia customers.

People mix in an organization constitute all the human actorswho are concerned
with the process such as employees serving the organi zation, customers/userswho
aredirectly concerned with the services of organization and other customersinthe
service environment, who sooner or later may affect the process.

6. Process

The Processrefersto the actual procedures, mechanism and flow of activitiesby
whichthesarviceisddivered; theserviceddivery and operating sysems. Theprocess
elements of marketing mix involvesdeveloping objectivesand policiesfor the
processes, procedures, mechani smsand routines used to cresteand deliver services.
It dsoinvolvesthebehavior of people providing the servicesand how customers
are experiencing the service offer as each stage of service marketing givessome
vaueto customers.

Theeffectivenessof the processisdetermined by whether the marketing objectives
aremet or not. Bankshavealtered the process of banking by introducingATMsand

now experiencing efficiency in operation.
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7. Physical evidence.
Servicesaretheact, performances and effortsof serviceproviders.

Thereisabsence of physica attributein the service performance. Customers seek
somephysical e ement inthe services so asto evaluateit against the quality and
satisfaction. For thisthey analyze the physical surroundings of the serviceslike
building, stationary, furnishing, brochuresetc.

Assessment Activity
List out theP'sof product and servicemarketing

[ Product marketing Servicemarketing

. J

Consumer behaviour in Service market

All marketing activitiesaredirected towardsthe consumers, asthey initiate services.
Theultimate successof al economic activitiesdependson producing what the buyer
congderssuitable. Thebuyers purchase servicesbased ontheir mental and economic
forces.

Thereare many factorsthat influence consumer behavior.. The service sector must
understand how the consumer would respond to different services, features, prices,
gppedls etc. dongwith the mgjor forceson the marketing environment ie. economic,
socid, and cultural factors.

Human behavior has 2 components
1. Buyer'scharacteristicsand
2. Buyer'sdecision making process
1. Buyerscharacteristics
The consumer's purchases are strongly influenced by cultural, socia, personal and

psychologicd determinants. Marketersmust understand the complex buyer behavior,
to activatethe purchase decision.

a) Cultural factors Culturd factorsinclude culture, sub -cultureand the socid
class. The marketing firmsshould consider the cultural forcewhich are domi-
nant inthe marketing environment for making decision relatingto thebanking
product, its promotion and itsdistribution.
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b) Social Factor

The consumer behavior isasoinfluenced by social factors such asconsumer
referencegroups, family etc, Family isaninfluencing component inthedeci-
sion making of the customer. Research showsthat husbands dominatein deci-
sion regarding financial investment whereaswivesdominatein decisionre-
garding packaged holidays.

c) Personal factors

Personal characteristicslike buyer'sage,life cycle,occupation, economic cir-
cumstances, lifestyle, etc. influencethe buyer'sdecision.

d) Psychological factors

The psychologica determinants-motivation, perception, learning, bdiefsand
attitude have s gnificant influencein understanding consumersbuying behavior.

2. Buyer'sdecision making process

Thebuyer behavior isaprocessinvolving aseriesof related and sequentid stagesor
activities. Theintangible nature of serviceand the general inability of the consumer
to check thequdlity of the serviceuntil it isused/consumed, addsto theimportance
of understanding the decision and eval uation process.

Chart showing Buyer decision making process

Need recognition and problem
awareness

\

Information search

\

Evaluation of alternatives

\

Purchase of services

\

Post purchase evaluation
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A. Need Recognition and problem awar eness

Theintensity of consumer need will indicatethe speed with which thebuyer will try
tofulfill thewant. Themarketer mustidentify thestimuli, whichinducesinterestinthe
serviceand devel op marketing programmes based onthe stimuli.

B. Information search

Aroused need can be satisfied promptly only when the desired serviceisnot only
known but also easily available. When the consumersare not aware of thetypes of
servicethat can best satisfy the need, how and whereit can be secured, they will
haveto search for therelevant information. They may obtain theinformationfrom
thesourceslikes family, friends, reference groups and also from marketersthrough
advertising, salespromotion, etcin order to provide guidanceto the consumer.

E. Evaluation of Alter natives

Withthe availableinformation, the consumer eva uatesthealternative servicesthat
satisfy hisneeds. In case of services, thedternativesavailablearerdatively smaller
than the goods because brand choicein serviceislimited and the quality of services
can only beexperienced andisdifficult to comparewith the other businessfirms.

Themajor challengefor the service providersisto research customer expectation
and demands and offer more personalized service to the customersin order to
encourage to choosethe service provider.

D. Purchase of service

After evaluating the alternatives, the customer choosesthat service provider who
will beableto satisfy hisneeds. The purchase of serviceleadsto the satisfaction of
customer needs. Thesuccessof serviceddivery depends upon the serviceencounter;
attempts should be madeto i nfluence the moods and emotions of the customersina
positiveway. Serviceddivery, limited waiting timein lines, training and motivation of
staff etc. can be used to influence themoods of customers

E .Post purchaseevaluation

Although serviceisprogressively evaluated, agreater portion of the evaluation of
service succeeds purchase and consumption than in case of goods only after
experiencing the service, the customer will beableto judgetheservicequdity in
relation to hisexpectation and the actua servicereceived. It isright to mention that
customer expectation embrace severa e ementssuch asdesired level, adequate
service, predicted service and zone of tolerancethat fall s between the desired and
adequate servicelevel.
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Assessment Activity
Prepare a chart showing buyer decision making process

Role of Service marketing in India

The service sector playsanimportant rolein Indian economy. It contributesto GDP,
provides employment, generatesforeign exchange by exportsetc.

1. Contributionto GDP- Theservice sector contributessignificantly to the GDP
of India. In2013-14, contribution of the service sector to Indias GDPwas
60%. Theincreaseintheshare of GDP of serviceduetothefollowing rea-
sons.

a Professondismintheservice sector
b. Increasein urbanization, which givesboost to services
c. Liberdization of theservice sector snce 1991

2.  Employment - The service sector provides employment to large segment of
the upcoming youth. The over al employment in the service sector is about
30% of thetotal work forceinIndiain 2013-14.

3. Contribution toexport- Indiaranksamong thetop service exporting nations.
Currently Indiaisthesixth largest exporter of servicesintheworld. Theservice
sector has contributed significantly to theforeign exchangeearningsin India
Thetop service export item is software services, which accountsfor about
46% of thetotal serviceexport of India

4. Capital formation- Service sector contributestowards capital formationin
thecountry. Thisisbecause, the service sector facilitate savings onthe part of
employeesand service providers. The savingsfacilitate investment.

5.  Supporttheprimary and secondary sector - The proper functioning of the
economy depends upon to agood extent on the service sector. Without the
support of the service sector, the primary and secondary sector would find it
very difficulttofunction

6. Revenue to government- The service sector provides revenue to the
government by way of servicetax. In2013-14 the service tax revenue of
central government exceeds Rs. 1.5lakhscrore, ie, 13.6% of total grosstax
revenue,
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7.

I mproveefficiency- Theservice sector facilitateimprovement in efficiency of
theorganization. Efficiency istheratio of returnto cost. Thefollowing arethe
service sub sectorsthat help toimprove efficiency

» Research and devel opment
» Education

» Traningand development
» Consultancy services

I mprovesstandard of living- The service sector hel pstoimprove standard
of living of the peopledueto theavailability of varioustypesof servicessuchas
education, health, recreation and entertainment and so on.

Practical

Exploring theinternet, collect dataof market share of thefollowing sectors and
prepare aBar diagram (using spread sheet)

1. Insurance Sector

2. Banking Sector

3. Hospitdity

4. Informationtechnology
5. Hedthsarvice

Assessment Activity

Make a study on the role of Service Sector in the following Area

[ Revenueto gover nment Employment ]

| |

TE Questions

1
2.

3.
4.

Defineservicesand state few service sectors.

Product, placearethefirst 2 P'sof service marketing.State and explain the
other Psof servicemarketing

" Product marketingiseasier than servicemarketing” State your opinion.

Briefly explain the impact of service marketing in the development of an
economy.

"Servicesliethevery centreof economicactivity inany society” Explainitsrole
ineconomy.
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UNIT 2
Marketing of Banking Products

Introduction

Marketing isemerging asan important e ement in banks activities. Indian banking
sector historically passed through five stages-preindependence, post independence,
prenationdization, nationaization, and post liberali zation stages. Today marketing
isconsdered to bean integral management function in the banking sector. Thisunit
discusses how marketing techniques are being used by Indian banks. Thisunit covers
the concept of bank product marketing, selling strategies of banking products and
marketing of important banking products.

([ Learning out comes
The Learner:

e Describes the concept of marketing of banking products

N

® Describes and categorize different users of banking
products

® Describes the different selling strategies of banking
products.

® Describes the strategies required for marketing various
banking products

. J

Concept of marketing of banking products

Bank marketing ded swith providing servicesto satisfy customer'sfinancia needs
and wants. Bankshaveto find out thefinancia needsof the customersand offer the
servicesthat can satisfy the needs of the customers.

Marketing hel psin achieving the organizational objectivesof thebanks. Thismeans
that marketingisequally applicableto achieve commercial and socia objectivesof
thebanks. Indian bankshave dua organizationa objectives, commercia objectives
to makeprofit and socia objective of devel oping banking services.

Bank marketingis" the aggregate of functions, directed at providing servicesto
satisfy customer'sfinancia needsand wants, moreeffectively and efficiently than the
competitors, keeping in view the organi zationa objectivesof thebanks." Fromthis
definition, wecan seethat bank marketing provides services:.

amed to satisfy customer needs and wants
needs and wantsmay benon-financia in nature
competitived ement, efficiency and effectiveness
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organizational objectivesaredtill thedrivingforce

commercia objectiveto makeprofit

socia objectives.
Thus, the marketing conceptsthat contributetowardsbank's successare-:
a  The bank cannot exist without the customers.
b. Thepurposeof thebank isto create, win and keep acustomer

C. The bank should ensure services performed and delivered tothecustomersin
themost effective way.

d. Ultimateaimof abank isto ddiver tota satisfaction to thecustomer.

e. Customer satisfactionisaffected by the performanceof al thepersonne of the
bank.

Thegrowth of branchesand credit disbursement on the one hand and someloss-
making branches, lack of transportation and communication network aswell as
rising dissati sfaction of customerswith thebanking service ontheother hand caused
thebanksto beaware of themarketing concept. The significanceof bank marketing
inIndian banking system isundeniableif they haveto servicein the competitive
environment.

Bank marketing statesthat the banksshould:

a. identify themost profitable market now andinfuture

b. assessthe present and future needs of the customers.

C. setbusinessdevel opment goalsand making plansto meet them.

d. managethevariousservicesand promoting them to achievethegoals.
e. adapt tothe changing environment inthemarket place.

Each individual workinginthebank isamarketing person who contributesto the
total customer satisfaction. Themarketing person exercisestact, skill and knowledge
to influencethe buyer of the services. The processof personnel communicationis
effectiveasimmediatefeedback ispossible. For example, acustomer seeking a
housingloan doesnot just requirefinance. Hea so needsancillary serviceslikeloan
counseling or legal adviceto ensurethetitle of the property isclear. Hea so needs
technical adviceto ensurethat the structural aspectsof the property arein order.

Users of banking products

Theusers/customerscondituteaplaceof outstanding sgnificance. Thelineof services,
the planning and deve opment of services, theoffering of services, thepricing strategies
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or theinterest charged for the service made avail able and the promotiond Strategies
depends substantially upon the natureand type of usersutilizing the servicesof an
organization. Today, the users of banking services expect fast and efficient
services. Thetypesof customersusing the services of banksare general usersand
industrid users.

General users

Personshaving an account in thebank and using thebanking facilitiesat theterms
and conditionsfixed by abank are known asgenera usersof the banking services.
Generdly they aresmall sized customers.

Indudtrial users

Theindugtridists or entrepreneurs having an account in the bank and using the credit
facilitiesand other servicesfor theestablishment and expansion of their businessare
known asindustrial users. Generally they are large-sized customershaving huge
volumeof transanctions.,

Marketing strategies for Banking Products

Strategy isamgor comprehensive plan of action. In banks, managersneed to think
creatively andthekey to creativethinking liesin strategic planning. Strategic planning
isthemanagerial process of devel oping and maintaining aviablefit between the
organization objectivesand resources and its changing market opportunitiesWhile
planning strategiesthefollowing pointsareto be consdered:-

a.  Strength and weaknessesof the organization.

b. Bankswithdientelefrom varioussegmentscould think of market penetration
by offering theexigting range of servicesto existing customers.

c. Bankswhicharenot facing acute competition could think of market develop-
ment by offering theexisting servicesto new customers.

d. Designnew product range for their customersof various segments.
Theevolution of bank marketingin India can beclassified in threephases.

A Traditiona externd B. Interna C. Interactive
marketing marketing marketing .

A. Traditional External Marketing
Consistsof 4 Psviz; of Product, Price, Place and Promotion.

a.  Product - Theproductsoffered arethe serviceswhich includes various
typesof bank accounts, different typesof |oans, investment services, credit
cards, onlinebanking , mobile banking and many more.
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B.

b. Pricing- Itincludesinterest, feesor commission charged by the bank and

alsotheinterest paid by the bank. Typical for banking sector since RBI
regulatesthe ratesof interests, organizations are supposed to sub-serve
weaker sectionsand therura regionsof the country.

Place - It refers to the establishment and functioning of a network of
branchesand other officesthrough which banking servicesare ddivered.
Proximity may play determining rolein selecting the bank.With the advent
of technology other points of contacts have come up such as- ATM ,
Telephone banking, Online banking, M obilebanking, Video banking,, etc.

Promotion - Bank professiond blend different components of promotions
such as- advertising, publicity, sales promotion, word of mouth promo-
tion, personnd sdlling and telemarketing.

Internal Marketing - It includesthe People (5th P) of thebank i.e.,theem-
ployees.

e.

Employees should a so betreated asinternal customersand sort of market-
ing mix should be followed. Quality Human Resource can be apoint of
differentiation.

C InteractiveMarketing- It involvesProcess (6th P) and Physical evidence
(7th P).

f.

Process- It refersto the systemsneed to assist the organization in deliv-
ering service. It aidsto thepromotion of customer satisfaction. Itinvolves
speedy delivery of services, reducing the paper work , standardi zation of
procedures,customization asper individua demand, etc.

Physical Evidence- Itincludesthe signature, reports, employeesdress
code, other tangibl es, attractive brand names, logos, symbols, etc. These
evidences add to the customers perception of servicequality.

Selling Strategies for Banking Products

Strategy isamagjor comprehensive plan of action. In banks, managersneed to think
creatively andthekey to creativethinking liesin strategic planning. Strategic planning
isthemanagerial process of devel oping and maintaining aviablefit between the
organi zation objectivesand resources and itschanging market opportunities. Before
exploring sdling strategies, itisworthwhilereviewing thecommon attributesshared
by all services such as—

1.

Intangibility — Services are usually processes not physical things.
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2. Heterogeneity — Service quality varies from provider to provider over time.

Simultaneity — Services are produced and consumed simultaneously, they can-
not beheld in stock.

Theseattributesrequire abank to devel op asale strategy that isuniqueto the
banking products. Thefollowing strategiesareworth noting.

1. The offering— The service must meet the need of target customers.

2. The funding mechanism — The bank must identify how the cost of delivering
an excellent service must be covered.

3. The employee management system —High quality service require a high
quality work forcefor their delivery. Effective management of employee
motivationisrequired.

4 Thecustomer management system — The customer is the part of the value
Creation processin service engagements.

Extended Activity

Prepare 25 questions each from marketing of banking productsand marketing of
insurance products and conduct aquiz competitionintheclass.

Sample Questions:

a. InIndiabank depositsareinsured up to acertain extent, which providespro
tectionin caseof failureof banks.-True/False.

b. A chequeissuedremainvalidfor ever - True/Fase.
c. 14Maor banksnationalisedintheyear 1972- True/False
d. Banking RegulationAct passedintheyear 1939- True/ False
Marketing of Various Banking Products
Deposits:
L oansand Advances
Other Services
Housing Loan
¢ Youcanavall aloanfor constructing ahouse or buying ready house or aflat
e |egd clearanceof the documents of the properties
e  Necessary approval of theloca authority
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Disbursement of loanin stages, if constructionisin stages
Fixedinterest rateor floatinginterest rate

Spouse'ssalary can bereckoned to arrive at theamount of eligibleloan
Tax relief oninstalmentsaswell asinterest on housingloan

VehicleL oan

You can get abank loan for purchase of anew vehicle
Security being hypothecation of thevehicle

Loan up to 80% of theroad price of thevehicle
Termupto Syears

Interestisgenerally low

Hypothecation chargesto be noted in the RC book

Cancellation Hypothecation charge entered in the RC book, oncetheloanis
closed

Gold loan

Security being pledgeof gold/gold ornaments
Interest rateisgeneraly low

Loan eligibility up to certain percentage of the market value of thegold orna
ments

Duration of theloan generally, oneyear.

Failureto repay theloan and interest would result in auctioning thegold orna
mentsby thebank/ Financid ingtitution

Education L oan

To meet education expenses
UptoRs7lacks, nocollatera security(amount variesfrom banksto bank)

Necessary proof of securing education at specified educationd ingtitutionto be
provided

Loan disbursement against reimbursement of feesremitted, other expenses
incurred etc

Guardiantojoinasco-obliging
Repayment to start after six months of getting thejob or within such period as
specified intheloan sanction note.




B BANKING AND INSURANCE SERVICES

Consumer Loan

If youwant aloan for buying consumer durables, such asrefrigerator, televi-
sion, washing machine, etc. theloaniscaled consumer |oan.

Themaximum repayment periodisusually threetofive years.
Themargin requirement isaround 10to 25 percent of thearticle purchased.

Personal L oan

Based solely onthe credit rating and ability to repay theloan
Loan for short duration

Interest rateisgenerally high

Repayment through EMI

Post dated cheques (PDCs) to beremitted

Credit card

Freeuseof credit for aspecific period

Credit limit

Monthly bill isto be settled beforethe due date

Minimum bal anceto be remitted, the bal ance can be carried forward.
Interest rateisgeneraly high.

Overdraft against Houseproperty

TheOD limit up to 50% of the market value of the property
Security being mortgage of theHP
Interest onloan amount to be remitted then and there

Client can operatetheloan account like acurrent account, withdrawal s sub
ject to themaximum OD limit

Loan documentsto be signed by the party.

Practical

Divide thestudentsinto groups and assign thetargets of deposit mobilsation from
thefollowing categoriesof society.

Group I-Vistafew agriculturists
Groupll-VistNRI's

Group Il Visit businessmen

Group IV Vist afew housewives
GroupV-Visit government employees.
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Conduct aroleplay showing the strategies adopted for deposit canvassingfromthe
above categories.

Assessment Activity
1. Prepareancticefor marketing an agricultural loan of ABC Bank Ltd.
2. Categorisethemgjor banking productsin thefollowing heads

3  Prepareaquestionnairefor collectinginformation regarding financia needsof
thefollowing classof people

> Agriculturigt
Budnessman

>

> Housewife
> Guardian of astudent
>

Unemployed youth

[ Deposits L oansand Advances

L

TE Questions

State the meaning of bank marketing concept.

Explaintheroleof marketing in banking products.

Prepare abrochureto canvassvehicleloan asapart of ‘Loan Mela'
Briefly explain the strategiesused for selling banking products.
Explainthethree phasesof bank marketing.

Explainthebank marketing mix of 'Place’.

Completetheflow chart

No o~ wbdPRE

Traditional
External
Marketing

R
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Unit 3
MARKETING OF INSURANCE PRODUCTS

Introduction

Indiahas about three hundred million peoplewho can afford to buy life, healthand
pension plan products. Out of thisonly 20% have insurance and that too covers
only 25% of their needs and financial security. The remaining 80% have no
insurance cover. Thelifeand non-lifeinsurance market of India, therefore, has
tremendous growth potential. ThelRDA bill cleared theway for privateentry into
insuranceas government iskeentoinvite private sector participationintoinsurance.
Thisunit coversthe concept of insurance marketing, segmentsof insurance market,
Srategiesfor insurance marketing and marketing of variouslifeand nonHifeinsurance
products.

e 2

Learning out comes

TheLearner:

e  Describes the meaning of marketing of Insurance
products

e Explains various segments of insurance market

e |dentifiesand Describe strategiesfor Insurance
Marketing.

e Recognizesthe qualities of an Insurance Salesman

e  Explain the marketing process of various Life
insurance products

e  Describes the marketing of Major non-life products.

Insurance marketing concept

Theterminsurance marketing refersto the marketing of insurance serviceswith
theam of enhanced customer orientation and profit generation. Insurancemarketing
focuseson theformulation of anideal mix for insurancebusiness. Themarketing
concept enablestheinsurance businessto expand businessin thebest interest of
society aswdl astheinsurance organization. The conceptudization of marketing

in insurancebusinessisfor thefollowing benefits:
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1 |dentify themost profitable market now andinfuture.

2.  Assessing thepresent and future needs of the users.

3. Setting businessdevel opment goals.

4. Formulating timehonoured plansand managevarious customer services.
5. Itisasocial processthat pavesavenuesfor social transformation.

Market Segment in the Insurance Organizations.

Insurance markets are segmented into different customer groups. Each product or
serviceistailored to match the needsof the customer group. The segmentation
hel pstheinsurance organization in dividing the market into smal segments, where
thecustomer needsaremoreor lessidentica . Thefollowing arethemgjor ssgments-

1. Household sector

Industrial sector

Trade sector

Ingtitutiona sector

Region-wise sector

Rural sector

Thehousehold sector isagain subdivided into-
a Sdaried class
b. Self employed
C. Retired employees.

o g b~ WD

Significance of segmentation totheinsurance Business

1. Market segmentation enablestheinsurance marketer toidentify thelevel of
expectation of policy holders.

2. Market segmentation makesit possibleto spread theinsurance businesseven
totheagricultural sector of theeconomy, whichispredominantly rural based.

3. Thepricing design can aso berationalized and the weaker sections of the
society would get substantial benefit.

Strategies for Insurance marketing
Thesdling of aninsurance product isacomplex process, whichisbased ontheskill

and excdlenceof anindividud. Theagentsandrurd career agentsplay very important
rolein promoting insurance business. Sdlling strategy consstsof thefollowing seps-
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Pre-salepreparation

The sales persons must be properly sel ected, trained and motivated for the
job. They must bewel | acquainted with the product, the market and the tech-
niqueof sdling.

L ocatingthepotential buyers

Sd espersons must |ocate the potential buyersand collect information regard-
ing their character, health, income, need and approachability. The sales per-
sons should have the knowl edge about the behavior of the peopleto whom
they aregoingto sell their products. Sales person can examinetherecords of
the past and the present customers to
determinethe characteristics of prospective buyers. He must make aneed
analysiswhenever it ispossible from the prospects.

Approaching stage

Before approaching the prospective buyer, the sal es person should prepare a
powerful script which consists of open ended questions. He should bevery
polite while gpproaching the prospects and approach the customer properly to

gain hisattention. He should ensurethe customer that hewill get undivided
attention from the sales person.

Presentation

The presentation should be such that the prospect takes continuousinterest in
the product during presentation. The salesperson should describethefeatures
and price of the product briefly and al so suggest the producer's benefitsand
need of customer whichwill befulfilled by theparticular product. Thesuccess
of asalespersonwill depend upon the degreeto which heisableto match his
approach with theattitude of the customer.

Handling objections
After explaining theproduct, the salesmen should entertain objectionsfromthe
prospect. A good salesmen should realizethat it isagolden opportunity to

convinceand persuade the prospect and to give additional information about
the product over the competitive productsin the market.

Closing stage

A sdlesman hasto act with patience and intelligenceto closethe sales. Hemay
periodically ventureatria closeinorder to sensethe prospect'swillingnessto
buy. Hemay ask some'either-or' questionsfrom the prospect. Thetria closes
at various stages of the presentationswill givethe salesman anindication of
how near the prospect isto adecision. After heisconvinced that the customer
has made up hismind to buy the product, heshould closethe saleinacordia
manner and the customer should be madeto feel that he hasmadetheright
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7. After sales service

After sdlesserviceisan important component ininsuranceindudstry. Themarketing
personnel should keepintouch with the policy holder, inspirethe policy holder to
pay the premium regularly, render assi stanceto the policy holder in securing the
loanagaing policies revivd of thepoliciesat default if any anddsoindam settlement.

Qualities of a good Insurance salesman
Insuranceisaprofession of servicing. Insurance salesmanisthe connecting link of

the seller and the prospective buyers of insurance market. Theinsurance agent
(salesman) bring the sdller(insurer) and the buyer(insured) together.

Theintermediariesarethefull timeand part -time agentsduly licensed by IRDA.
Their function isto solicit, procure and service the insurance business. These
intermediariessearch out the progpective peopletobeinsured and el them insurance

policies.

Theservicesperformed by theinsuranceagentsare-

Selling theright type of policiesfor theright amount, suitableto theneedsof the
buyer.

Proper completion of all requirementsat the underwriting stage.
Keepingintouchwiththepolicy holder

Rendering assistanceto the policy holder in securing policy loan, reviva of default
policy andinclaim settlement.

Qualificationsof thelnsurance salesman
e  Should attain theage of mgjority (18years).

e Havepassed at least the 12th standard or equivalent examination, in urban
areaand 10th standard examinationinrura area

e Haveundergonepractica trainingfor at least 50 hoursin lifeor general insur-
ancebusiness, asthe case may be, from aninstitution, approved and notified
by theIRDA. Inthecase of apersonwanting to become acompositeinsur-
ance agent, the applicant should have completed at |east 75 hours practical
traininginlifeand genera insurance business.

*  Havepassed the pre-recruitment examination conducted by the Insurance In-
gtitute of Indiaor an other examination body authorized by IRDA.
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Thefeefor alicenseisRs250 for individua aswell ascorporate agents. A licenseis
granted for 3years. It may berenewed after 3 years..

Qualities of a Good salesman

Basicdly agood sdesmanisonewholikesto sall. Hemakessdes, bringsin business,
and builds satisfied customers. Heisan ambassador of goodwill for theinsurance
company. Someof thecommon quditieswhich areoften found among theeffective
salesmen are described bel ow.

1. Charmingpersonality: A good appearanceisan asset for asalesman asit
createsgood impression on the customers. It also gives self-confidenceto the
salesman. Besides physical appearance, other physica attributeswhich matter
alot are: voice, way of speaking, posture health, habits, etc.

Cheerfulness; A cheerful salesmanwill win morecustomers.

Enthusasm: Enthusiasmisacombination of interest and belief, of energy and
activity. He should have enthusiasm. Otherwise, hewill not beableto dohis
dutiesefficiently.

4. Initiative: Heshould have possesthequality of takinginitiative. Thenonly he
will beableto think and act for himself and will bebusy in hiswork.

5. Good memory: He should be ableto remember facesand facts. Remember-
ingthelikesand didlikes of acustomer will aidin better serving the customer.

6. Communication ability: communication skill isan asset for the sdlesman. He
should be ableto speak fredly, clearly andinawell-pitched voice. Hemust be
apersonwho hasanatural ability for conversation.

7. Patience: Thesaesman should not get provoked even under worst circum-
stances. He should have sufficient patienceto listen to customersand clear
their doubts.

8. Sdf confidence: Hemust have abundant self confidene, i.e, hisability to
convincethe customersand winthem over.

9. Foresghtedness: He should have keenimagination and foresightedness, so
that he can develop new methods of approach to the sales problems.

10. Shrewdness: He should be ableto read the minds of the customers quickly.
In otherwords, he should be ableto understand their needs, without asking too
many questions.
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11. Loyalty: Hemust beloyal to hisfirm. He must not damagethereputation of
hisfirm.

12. Knowledgeabout theproduct : He should have athorough knowledge of
theproductsinwhichhededs.

MARKETING OF VARIOUS LIFE INSURANCE PRODUCTS.

InIndia thelifeinsurance businesswas started by private companiesintheearly
19th century and the government took many stepsto regul ate the business of life
insurance. 1n 1956, thelifeinsurance businesswas nationalized and the L1C of
Indiawasformed on 1st September, 1956. The IRDA Act waspassed in 1999, to
ensure proper regulation and administration of insurance affairsinthecountry. By
theAct, foreign companieswered so dlowed to enter thelndian Insurance Business
and now many multinational companieshaveinsurance businessinindia. The
following aresomeaf the prominent companiespresently doinglifeinsurance business,
other than LIC of India.

a. SBlLife

b. INGVysya c.Bgag Alliance d. MetLife e BirlaSunLife

f. RdianceLife, etc.

Thefollowing aretheimportant insurance productsin thelifeinsurance sector :

1. WholeLifeand Endowment policy : Under Wholelifepolicy, theinsuredis
required to pay premium up to death and claimwill be paid on the desth of the
insured. Inthe caseof Endowment policies, the claim will be payableat the
timeof death or maturity whichever isearlier.

Thewholelifepolicyissuitablefor aclassof personswho think about thefinancial
security of thefamily after hisdeath. The specidty of thepolicyis-

> Protection of thefamily

» Less premiumthan other lifepolicies.

> High bonusrate.

» Suitableto both the high and lower income groups.

Thefeaturesof Endowment policy -
» Financid protectionandinvestment.

» Maturity benefit dongwithrisk cover.
> Loanfacility.
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» Surrender canbepossible.

2. Money-back policy : Thisisapopular type of policy. Under thistype of
policy, after the payment of agpecified number of installmentsof premium, 20-
40 % of the assured ispayableat certainintervalsand thebaancewill bepaid
at thetimeof maturity. Thefeatures of thispolicy are-

» Periodicd return.
» Suitabletobusinessclass.
» Nordevancetothereturnalready given, if death occursbefore maturity.

3. Annuity : Annuity schemesarethosewherein policy holdersregular contribu-
tionsover aperiod of timeand accumulate to form acorpuswith theinsurer.
Thisisusedtoyield aregular incomethat ispaidto policy holdersuntil desth,
starting from the desired retirement age.

Featureof thispolicy are-
» Pension schemeprovideold age benefit .
» Preferableto personswho have no other pension benefit.
» Providepensionto surviving spouse subject to conditions.

4. Children'sPlan : These plansaresuitable for passngonafinancial assetto
achild. Children'splan not only cover thelife of the parent, but also ensure
that in case of their death, the child getsthe sum assured and theinsurance
company may find future premiumsand the child getstheva ue accumul ated at
theend of theterm. Thishappensusually whenthechild needsfundsfor higher
education. Astheplanisinthechild'slife, thepremiumisverylow. Inthis
case, wedlthiscreated inthenameof child.

5.  ULIPs-Unit Linked InsurancePlans: ULIPS are suited to people pre-
pared to undertake someinvestment risk to obtain the benefitsof flexibility.
Market linked plan or ULIPisafinancial product that offersone lifeinsurance
cover aswell asinvestment inthefinancial market.

Themajor advantage of ULIPisthat, they leavetheasset alocationdecision
inthehandsof investorsthemsalves. Therearechargeslikepremiumalocation
charges, fund management charges, policy administration charges, marketing
charges, etc.

Extended Activity
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Motor vehicleownerstook terminsurancefor their vehicles. If thereisnoclam, the
remitted premiumwill belost andif daimarises compensation will bepad. (Generdly
peoplerefuse to takeaterm assuranceto cover hisownlife, though hislifeismore
valuablethan amotor vehicle. Interact about this case with expertsand various
groupsof thecommunity, and makeaconclusionto overcomethisnegativeattitude
of peopletowardstheir ownlife.)

Marketing of major non - life insurance product

All typesof insurancesother than lifeinsurance come under the category of generd/
non-lifeinsurance. The General Insurance Corporation of Indiawasformed with
effect from 1st January 1973 under the GIC of IndiaAct, 1972 and all thegenerd
insurance compani eswereama gamated and grouped into 4 companies under GIC
ie

1. TheNational Insurance Company Ltd.

2. TheNew IndiaAssurance Company Ltd.
3. TheOrienta Insurance Company Ltd.

4. TheUnited Indialnsurance Company Ltd.

Asinthecaseof lifeinsurance private companiesare now permitted to do generd
insurance business. Some of such companiesare:-

1. Reliance Genera Insurance Company Ltd.

2. IFFCO Tokyo General Insurance Company Ltd.
3. BagAllianz

4. ICICI Lombard

5. Royad SundaramAllianz Insurance Co. Ltd.

Motor Insurance

In IndiaM VA 1939 was enacted with the objective of safeguarding thefinancial
interest of the persons who were injured or suffered

damage dueto the negligence of themotoristsand such

other risksassociated with the use of motor vehicles. //_"“ g
TheAct wasamended in 1988, making it mandatory for =

themotorist toinsure against therisk of liability tothird ﬁq‘
parties. It must clearly be understood that it is the
insurance of third party liability arising out of the use of
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motor vehiclesin public places, which iscompul sory and not theinsurance of motor
vehiclesagaing risk.

TheMotor VehiclesAct contain thefollowing provisionsin thisconnection
1. Mandatory Insurance against third party risk

Sec. 146 providesthat no person shall useamotor vehicleinapublic place
unlesseffecting athird party policy .

2. Consequencesof driving uninsured vehicle

Any person, who drivesamotor vehicleor causesor dlowsamotor vehicleto
bedriveninviolation of the provisions, shdl be punishablewith imprisonment
or withfineor with both.

3. Provisonsfor vehiclescarrying hazardous goods.

A motor vehicle carrying dangerous or hazardous goods shall have adequate and
appropriateinsurance cover asper theprovision of publicliability Act, 1991.

Kinds of motor policies
Actonly (Third party policy ) (FormA)

Themotor vehiclesAct providesfor compul sory insurance of motor vehiclesin
relationto liabilitiesarising out of the use of motor vehiclesin apublic place. No
vehicle can be used without the minimum insurance cover which providesinsurance
againg theliabilitiestowardsthird parties. Insuranceof motor vehiclefor third party
ligbility ismade compul sory, to cover theliabilitiesfor-

a.  Bodilyinjury or death of any person and of any passenger of apublic service
vehide(without limit).

b. Damageto property of third party (Rs.6,000).

c. Liabilitiesunder Workmens CompensationAct to cover paid drivers/conduc-

tors/ticket checkers(public service vehicles) and workers carried in agoods
vehide

Package/Comprehensivepolicy (Form B)

Package policiesare comprehensive, optional and provideinsurance protection
against own damages|ossesand also against Act liabilities. It coversalmost all the
risksin connectionwith thevehicles.
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A compr ehensivepolicy containsthefollowing important sections.
1. Unlimited liability towards bodily injury of passengersof thevehicle

a) Coversdamagetothevehicles against therisk likefire, explosion, self
ignition, burglary, theft, etc.

b) Liabilitytothird parties
Thusthepolicy coversall therisksof theAct ligbility aswell asthelossor damage
totheinsured vehicle.
Features
1. Third party insuranceismandatory to the provisions of Motor VehiclesAct.

2. Comprehensivepalicy protectsthe change of thevehicleaongwiththird party
COVer.

3. NoclamBonus(NCB)isaninspirationfor safedriving.

Additional Information

For the purpose of insurance motor vehicles can be classified into
three as- private cars, motor cycles and scooters and commercial
vehides.

1 Privatecarsarethevehiclesused for own pleasure pur-
posesand not for public use.

2 Motor cycles/scooters are the vehicles of two wheelers
with or without sidecars.

3  Commercid vehiclescanfurther beclassifiedinto three
1. Goodscarryingvehicles.
2. Passengerscarrying vehicles.
3. Miscdlaneousvehicles. Exampleambulance, filimrecord
ing and publicity van, tractor, road roller etc.
"Hit and Run" Accident

Section 161 defines"hit and run motor accident” asaccident arising
out of theuse of amotor vehicle or motor vehiclestheidentity where
of cannot be ascertained in spite of reasonableeffortsfor the purpose.

This Section providesfor payment of compensation (solatium) as
follows
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a. Inrespect of thedeath of any personresultingfromahitand run
motor accident, afixed sum of Rs.25,000/-

b. Inrespect of grievous hurt to any person resulting from ahit and
run motor accident, afixed sum of Rs.12,500/-

Compensation known as Solatiumis payabl e out of a" Solatium
Fund" established by the Central Government.

No Claim Bonus

With aview to encourage safedriving andimprove claimsexperience,
itistheuniversal practiceto grant 'No claim Bonus' at the time of
renewal of thepolicy. A discount in'Own Damage Premium'’ isgranted
which may rangefrom 20% after oneyear of clam freeinsuranceto
50% after fiveyearsof clam freeinsurance.

Theentitlement of NCB shdll follow thefortuneof theorigina insured
and not the vehicleunder the policy.

Health Insurance

Theterm 'Hedlth Insuranceiscommonly used to describean insurancethat paysfor
medica expenses. A hedlth insurance policy isacontract between aninsurer and an
individua or agroup, inwhichtheinsurer undertakesto provide specified health
insurance benefit to theinsured in consideration of afixed pricecalled premium.

Proposal form isthebasisof the contract

Proposal formsareduly filled and signed by the proposer
Correct postal address and contract number of the proposer.
Individua photograph of each person to be obtained.
Collection of age proof documentswherever necessary(new applicantsafter a
specified age)
Sign/symbolslike-, " / should not be entertained.
Answer should beclear "Yes' or "No" inform.
Proper assessment of PED risk (Preexisting disease)

All PED mentioned inthe proposa formto bereferred to the concerned medi-
cd officer.

Obtain aself declaration letter/medical report.
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Premiumistheconsideration paid

Under no circumstances, cover can begranted without therecei pt of full pre-
mium.

Declinedrisks

Rend (Kidney disease)

Cancer

Stroke

Alzheimer'sand Parkinson's etc.

Medica check-upwill berequired for personsaboveastipulated age

Themedical reportisviewed by themedica officer'sfor acceptance/rg ection
orinclusonof PEDs

Policy isaccepted with or without exclusion
When the proposal isaccepted, it meansunderwritetherisk

Policy isgenerated and document al ong with aphoto copy of the proposa
formissent to the customer.

Individud 1D cardisissued tothepolicy holders

Classes of Risk

Preferred

Standard

Rated (loaded/excluded)

Postponed (for additiona information)
Declined

Key Underwritingfactors

Age

Gender

Hedlthand Hedlth history

Occupation and occupationa history

Financid conditions

Personal habits(smoking/drinking/adventure sports)
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e Sizeof thepolicy

e  Currentinsurance inforce.

Important health insuranceplans-

a. Individual health plan

e  Reimbursestheactual expensesincurred up to theamount of cover.
e  Coverexpenses, if heishospitalized for at least 24 Hrs

e  Medicineexpensesfor prehospitalization period of 30 daysand post hospitd-
ization period of 60 days.

b. Family floater Plan

° Thesuminsured can beavailed by oneor al membersof afamily.
° Enjoysall thebenefitsof anindividud plan

c. Senior Citizen'sPlan

e  Enablessenior citizensto pay for health checkups, emergency medical costs
andlong term treatment.

d. Critical illnessplan

e |nsureagainst therisk of seriousillness.

e  Theguaranteed sumwill bepaidif the unexpected happen

e. Daily hospital cash

e  Expensel benefitispaid on per day basisafter hospitaization

* Predecideddaily benefitispaidinfull irrespective of the actual expenses.
F. Unit linked health plan

e Longtermhedthinsuranceplanfor entirefamily.

Investment intheform of units

g. Mediclaim policy

. Reimbursesthehospitalization expensesowingtoillnessor injury
h. Univer sal health Insurance Scheme.

e  Government runscheme

Financial risk protection to below poverty linefamilies.
Suminsured Rs 30,000/-
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Personal Accident Insurance

Personal Accident Insurance

Personal Accident policy provides for specific

benefitsto theinsured for loss caused by accidents @
Capita suminsuredisgiven on desth, loss of _ \

two limbs, loss of sight of both eyes, 1oss of L
onelimbandlossof sghtinoneeye.

50% of suminsuredisgivenonlossof onelimb or oneeye

1% of capital sum insured subject to conditionsfor temperary total disable-
meant

Practical

1.

Conduct atele-calling show between a prospective customer and aninsurance
sdesman.

Step 1:Select 2 studentsto conduct the show.

Step 2: Givethem rolesand ideas on the discuss on between the two.
Step 3: Theplayersenact their assignedrole.

Step 4: Studentsrecord theactivitiesin activity log.

Assessment Activity

1.
2.

List theimportant ssgmentsininsurance market.

"Thesdling of aninsurance product isacomplex process.” Suggest asuitable
sdling strategy to make easy.

Enlist the services provided by aninsurance salesman after sdlinganinsurance
product.

Mr. Syam, 38 years, hiswife Sregja,34 years ,elder son Sourav, 10years,
daughter Sarayu,3years. Suggest suitableinsurance policiesfor each one.

Completethefollowingtable.

Money Back policy Endowment Policy
Noloan Fecility .
¢ ¢
¢ ¢
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1. Collect andrecordthe NCB rateson private car for thedifferent claim free
years.

2. Completethefollowing benefit chart of persond accident policy.

f Contingencies % of benefits )
On death 100 % of CSlI.
Lossof twolimbs o
® [
G e e J

TE Questions

1. Giveproper avarenesson the qualitiesof asuccessful insurance salesmanto
Mr.Ajay, your friend, who is proposed to join in ABC lifeas a insurance
advisor.

2. Mr.Sunny isworking as an accountant in aprivate firm. Hewantsto get a
regular incomeafter hisretirement from service. Asan Insurance advisor sug-
gest and explain asuitableplan.

3. Saevarioushedthinsurance plansoffered by genera insurance company.

4. 0n01.04.2013, Tominsured hiscar for Rs.4,50,000/- and paid 15,000/- as
premium. On renewing the policy in 2014, he was asked to pay only
Rs10, 000/- as premium. Statethereason for decreasein premium.(He has
not claimed any amount fromtheinsurer during thelast yesar.)

Statethe selling strategiesfoll owed for marketing lifeinsurance products.

"Insurancesdlingismainly through agents'. Explainthequalificationsrequired
to becomean agent.




Reference Book i

Unit 4
An introduction to financial market

Introduction

Both banksandinsurance companiesba ances their risk return equationsby making
timely investmentsin capital market. Capital market providesdifferent products
which canabsorb varying risk appetitesof theseindustries. Surplusfundsavailable
from theseentitieswill be parked with variousinvestment alternatives provided by
capital market. Thishelp these businessesto generatetherequired returnto service
the respective customers/stakehol ders of both banking and insuranceindustries.
Hence, oneisexpected to know indetail about how the capital market isfunctioning
inthiscountry.

Theavailablefund of banking or insurance companiesare preferably invested in
different securities such as shares, debentures, government securities and bonds.
Theliquidity of theinvestmentsare considered beforeinvestment. Thisunit covers
investment opportunitiesof banking and insurance companies, financia securities,
procedure of trading in secondary market and role of SEBI in securitiesmarket.
(Learning outcomes )

TheLearner:

e  Destribestheinvestment opportunitiesin financia market.

e  Describesand categorisedifferent typesof financia securities.

e  Describesthe securitiesmarket and classify them asprimary and

secondary.

e  Destribestherequisitefor investinginfinancia securities.

e  Describesthetrading procedure on secondary market.

e |dentifiesand describethe security market regulations.

. J

Various Investment opportunities in financial market

Financid market isthe market wherefinancia securitiesare exchanged at efficient
market prices. Financial market in Indiaaredivided into capital market and money
market. Capital market isonewhich supportslong term capital and money market
isonewhich supportsshort term debt i nstrument.

Financial investment meansthose assets and securitiesdealt in by capital market
andmoney market. Finandd securitiesarefinandd invesmentsandindudeinvestment
such as shares, bonds, debentures of companies or body corporatesor agovern-
ments, mutua fund units, etc. A security definestheright of theinvestor and obligation
of theissuer.

&2
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Types of Financial Securities.

Awidevariety of securitiesare availablein the securitiesmarket. Anissuer raises
money intwo ways:by either borrowing(debt instruments) or by issuing ownership
rights. (Equity shares). Theimportant typeof financid securitiesare:

Equity Shares:

Equity sharesrefer to the ownership interest inacompany. Equity sharesareaso
cdledordinary shares. Equity shareholdershavevotingrights. Equity sharesprovide
permanent finance asequity capital isnot repayable except on winding up of the
company. Equity investorsobtainreturnsonther investmentsintwoways- dividend
and capitd gains. Thesharescan besoldfor capita gains. Shareswhich areactively
traded on theexchange areliquid investments. Equity sharesareregarded asthe
corner stoneof the capital structureof acompany.

Preference shares

Itisa" hybrid" instrument asit hasfeaturesof both equity and bonds. Preference
sharesreceiveafixed dividend out of profit of thecompany. They get preference
over theequity shareholdersin payment of dividend. Preferenceshareshavepriority
inrepayment of capital at thetime of winding up of the company.

Bonds

A bond isaloan given by the buyer to theissuer of theinstrument , in return for
interest. Bonds can beissued by companies, financial institutions or even by the
government. Thebuyer receivesinterestincomefromtheseller and thepar vaue of
thebond isreceived by the buyer on the maturity datewhich isspecified.

Debentures

Debentureisaninstrument under thecommon seal, evidencing debt. Theessence
of debenture is admission of indebtedness. It isadebt instrument issued by a
company withapromiseto pay afixed percentage of interest and repay the principa
onmaturity. Debenture holdersare creditors of the company.

Mutual Funds

Mutual funds pools money from many investors and invest themoney in stocks,
bond, short term money market instrument, other securities or assets or some
combination of theseinvestments. The combined holdings of themutual fundsare
known asitsportfolio. Professiond management, diversification, economy of scae,

liquidity and smplicity arethefeaturesof mutua funds.
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Government Securities(Gilt-Edged securities) : Securitiesissued by the central
government or stategovernment arereferred to asgovernment securities Government
security means a security created and issued by government for the purpose of
issuing apublicloan or for any other purpose. It can beissued intheform of a
promissory note, bearer bond, stock certificate, etc.

Treasury bills: Theseare securitiesissued by government withameaturity period
of 91 daysto 364 days.

Commercial paper: _A short term promiseto repay afixed amount that is placed
onthemarket either directly or through aspecified intermediary. Itisusualyissued
by companieswith high credit standingin theform of promissory noteredeemable
at par to the holder on maturity and therefore, doesnot require any guarantee.
Commercial paper isamoney market instrument issued normally for atenure of 90
days.

Call Money: Money which can be called back within ashort time period, say one
day, isknown ascall money. The market dealsin oneday loans (call money) is
called cal money market. Theday to day surplusfunds, mostly of banks, areusudly
traded ascall money.

Securities market

Securitiesmarketisamarket whichdedsinfinancid
securities. Securitiesmarket can beclassifiedinto
primary market and secondary market

1. Primary market: It dealswiththe new is-
suesthat acompany offersto public. Theis-
suersinany market arethe corporations, gov-
ernments, banks, financid ingtitutionsand mutua fund. Securitiesissued could
be shares, bonds, debentures other debt instruments, unitsof mutual fundsetc.
Theintermediariesof primary marketsare merchant bankers, registrars, bank-
ers, underwritersetc. In the primary market, capital israised through

a. Public Issue: Under thismethod, company wishestoraise capita, issuesa
prospectus. It isan invitation for subscription of its shares or debentures.
Through thismethod , the company reachesout to the public at large. This
involvesalarge number of intermediariessuch asbrokers, bankersand under-
writers.

b. Offerforsde Inthismethod anintermediary comesintothescene. Herenew
securitiesare offered to theinvesting public, not by companiesissuing them
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but anintermediary. Theintermediary at first buysover theentirelot of secu-
rities at afixed price. Thenit resellsto public at ahigher price.

c. Privateplacement : Private placement of sharesimpliesthesaleof anentire
issue of securitiesby acompany directly to aselected group of investors. They
includefinancid inditutions, investment trust companies, insurance companies,
pension and provident fund, etc.

d. Rightissue Rightissueisanoffer with pre-emptiverightstotheexisting share-

holders of the company to further contribute towardsits share capital. The
rightsareofferedin aparticular ratio to the number of securitiesheld onthe
record date.

e. Preferentia issue: Preferential issueisonethat ismade at a predetermined
pricetothepre-identified peoplelike promoters, venture capitdists, financia
ingtitutions, buyersof company's productsor itssuppliers. Theissuepriceis
unrelated to the prevailing market price.

2. Secondary market : Itisthemarket wherethe existing securities of compa

nies aretraded. It isthe stock market where the shares, bonds and other
securitiesare bought and sold. Stock exchangeisthe nick name of the second-
ary market. The securitiesaretraded, cleared, and settled through intermedi-
aries. It providesliquidity and marketability to the securitieswhich areissued
intheprimary market. Inthe secondary market, themainintermediariesare
the brokers and sub-brokers. Thestock exchange facilitate the trading of
Securities.
A ‘stock exchange’ is an organization constituted for the purpose of assisting
and carrying out buying, selling or otherwisedealingin securities. The oldest
stock market inAsia, BSE standsfor Bombay Stock Exchangeand thelargest
stock exchangein Indiaand thethird largest intheworld intermsof volumeof
transaction, NSE standsfor National stock Exchangewhichislargestinindia
by daily turnover and number of traders. All of them are Mumbai -based stock
exchanges. A number of other regional exchangesalso exist. Thus, astock
exchange providestrading platform, wherebuyersand sdlerscan meet totrans-
actinsecurities.

Pre-requisites of investing in financial securities.

Aninvestor must havethefol lowing beforeinvesting in securitiesmarket. :-

Bank Account
PAN

Demat Account

&7
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TradingAccount
KY Crequirements

PAN card : PAN isthe abbreviation for Permanent Account Number. PAN is
issued by Income Tax Department. Without aPAN, aninvestor cannot open a
Demat Account. A PAN application form should be obtained, filled up and
submitted along with necessary supporting documents at the designated PAN
centre. ThelncomeTax Department send the PAN card within afew days, which
hasthe PAN Number.

Demat Account : Inorder toinvest in shares, it isnecessary to understand the
term dematerialisation of share, asalmost all shares arenow in Demat form.
Earlier thereusedto be physica sharecertificateissued, whicharenow converted
in todectronicform. Thenext step isto open aDemat Account with aDepository
Participants. As we open a Bank Account with a branch of abank, a Demat
Account with aDepository isopened with the Depository Participant. A Demat
Account isan account of securitiesmaintained by an investor with adepository
participant. Itisalso caled Depository Account or Beneficial Owner Account. It
isnow compulsory to open aDemat A ccount to tradein the stock exchangeor to
apply for publicissue.

Trading Account

Inorder to transact with aBroker, theinvestor must open aBroking or Trading
account with the broker. Oncethisisdone, thetransactions can be madethrough
the broker. Nowadays, brokers offer online account, where orders can be placed
onlinethrough theinternet. Thesearesubject to verification of password and other
detalls.

KYC

Thebroker must ensurethat theclientsfill up theK'Y C form and submit it to them.
Thisentailsverification of identity and address, financia status, occupation and
such other personal information asmay be prescribed by theguidelines, rulesand
regulations.

Trading procedure in secondary market.

Theinvestor should identify and deal with SEBI registered Broker or sub-broker
with duediligence. Thelist of registered brokerscan be obtained from thewebsite

of theexchanges. After this, abroker-client agreement should be entered into and
adclient registration form should befilled with thebroker /sub-broker. Thisagreement




B BANKING AND INSURANCE SERVICES

ismandatory for al investorsfor registering asaclient of broker registeredwith any
exchange. Theagreement isexecuted on avaid stamp paper of therequisitevalue.
The agreement isto be signed on all pagesby the client and the broker. Oncethis
formality iscompleted, thetrading processcan begin.

Oncetheinvestor communicates hisorder to the broker,( must indicate script name,
whether order isfor buy or sdll, the quantity, rate, etc.) the broker entersthe order
on his terminal. The broker’s computer terminal is connected to the main computer
of the stock exchange. The orders are electronically matched by the exchange’s
main computer, using “price- time” priority protocol. The best priced order is matched
based on time priority. Time priority means “first come first served’. The system tries
first to match withthe passive ordersand if such ordersarenot present, then it wait
for theactiveorder. The matched order isthen el ectronicaly communicated to the
respective broker’s terminal. When an order is not matched, it is displayed on the
systemtill afresh order comesin or itismodified, or cancelled. Oncethe order
executioniscommunicated, thebroker givesaconfirmationto hisdient. The settlement
takes place on’T+2’ basis, ie. the second day after the trade take place. Within 24
hours of trade execution, acontract noteisissued.

The Contract Note or the purchase/sd enoteisan important document. Thebroker/
sub-broker isobliged to give astatement of all transactionsevery quarter to his
clients. Oncethecontract noteisissued, theinvestor should verify the Bank account
and Depository Participant account for pay-in and pay-out of fundsand securities
respectively.

Role of SEBI

Securitisesand Exchange Board of India(SEBI) isastatutory authority to ded with
all mattersrelatingto the securities market. It isthe only regulatory authority to
regulatethe securitiesmarket. SEBI was set up in 1988 and given astatutory status
in 1992 by anAct of Parliament. SEBI was set up to protect theinterest of investors,
promote the development of stock market and regulateit. Itsheadquartersisat
Mumbai, theregiond officesat Delhi, Kolkata, Chennai and Ahammedabad.

Objectives of SEBI

The SEBI Act 1992, provides for the establishment of SEBI for the following
UrpPOSES.

e  Toprotect theinterest of investorsin securities.

e  Topromotethe development of the securities market.

b7
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e Toregulatethesecuritiesmarket .

e  Toprovidefor the matters connected with or incidental to theaforesaid pur-
pose.

~

( Additional Information

1, PFRDA- PensionFund Regulatory and Devel opment Author
ity wasfirst congtituted by the government of Indiain October
2003 withthefollowing responsibilities-

a  Topromoteold ageincome security by establishing, develop
ing and regulating pension funds.

b.  Toprotect theinterest of subscribersto schemesof pension
fund and related matters.

2. Bull-Bullis aperson who buys shares expectingarise in
their prices. Hisintention of buyingisto sell themat profit at a
futuredate.

3. Bear — Bear is a person who sells the shares with the expec
tation of buyingtheminfutureat areduced price.

4.  Stag- Stag is the type of bull speculator. He is a person, who
appliesfor sharesinthenew issue market with theintention of
sdlingthemat aprofit when allotment isdue.

5. Bid-Anoffer of apricetobuy inanauction. Businessonthe
stock exchangeisdonethrough bid.

6.  Day Order- Anorder that isplaced for execution only for one
trading session, if the order cannot be executed on that day, it
isautomaticaly cancelled.

7.  Blue chips—Blue chips are the shares of large, well estab
lished and financialy sound companieswithimpressiverecord
of earningsand dividends.

8. SENSEX-Sensitivity Index - Stock price index of BSE of
30 active scripswith baseyear 1978-79.

9.  NIFTY —Stock index of NSE consist of shares of 50 compa
nies having amarket capitalization of Rs.500 cores

10. ISIN- Internationd Securitiesldentification Number isthe
number givenfor demat shares. Itisal12 digit alphanumeric
string. Thefirst two charactersrepresent country code(IN
for India)
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Practical
Find thepricevariation of 10 sharesof BSE and makeachart. Makeacomparative
study onthebasisof safety, liquidity and profitability of investing money inshares
and in bank deposit.
Assessment Activity
1. Inwhich category would you put thefollowing services. Givereason a so.

a. Chartered busservice

b. Tele-shopping

c. Treatment of adoctor
2. Findtheodd oneout and state thereason

A. Share B. Debenture C.Bond D.Unitof a Mutud fund

3. Listouttherequirementsforinvestinginfinancia market
4. Collect andlist themajor powersof SEBI
TE Questions
1. SEBIstands for——
2. Giveashort noteon

a. Scrip b. Bid c.Bull d .Contract note

e. SENSEX & NIFTY

Explain pre-requisitesof investinginfinancia securities

Writethe powersof SEBI in securitiesmarket.

3
4
5.  Distinguish between primary market and secondary market.
6. Listoutthedifferenttypesof financial securities

7

Mr. Vijay approachesyou to invest hissavingsin securitiesmarket. Asabro-
ker, hedlphim by explaining the procedurefor investment.

Extended Activity

1. Conduct astudy among fifty familiesabout the usage of internet facility and
group them on the basis of demographic factorslike age, sex, occupation,
education, etc.

2. Collectthedetailsof different typesof hedlth plansavailablein the market and

show them in atable explaining thefeatures of each.



Reference Book i

3.

List out 10important provisionsof Motor VehiclesAct 1939

A share Trading Game can bearranged in the classwith the use of shareprices
of companiestraded inthe stock exchange as published indaily news papers.

The following steps can be used —

a. Bring Saturday's daily on Monday, to check the pricesof listed shares of
aselected stock market.

b. Assumeeach student hold Rs. 1 1akh, toinvest in securities.

c. Watch and study variationsin pricesof the securities bought and sold by
them on adaily basisand take decision to retain or sell or to buy more
Securities.

d. Attheend of theweek, the gain earned or loss suffered by every oneis
worked out.

(We can plan more games like Prediction game, Intra-day game, etc. inthis

area).

Suggested practical

1

Makeasurvey, finding reasonsfor the declinein demand of lifeinsurance/
banking products and suggest suitable measuresto improveitsdemand.

Hint 1.Introduction by teacher.

Hint 2.Preparation of aquestionnaire.

Hint 3.Distributing questionnairesto sufficient respondents
Hint 4.Get theresponsefilledin by the respondents.

Hint 5.Analysethe responses and make recommendations.

Draft an advertisement (brochure) for launching anew product (banking/In-
surance) using Photoshop/Word/PageM aker.

Asthe manager of bank/insurance Company makean advertisement for pub-
lishing in aleading news paper, for the selection of Insurance advisors/sales
officers

Hint 1. Nameof firm, address
Hint2. Age

Hint3. Qulafication

Hint4. Experience, if any
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Hint5. Last dateof receiving application
Hint6. Any other details.
Prepareyour resumein order to gpply for ajob in abank/Insurance company.

ABC Bank/Insurance company received 30 applicationsfor the post of insur-
ance advisors. Thecompany requiresonly 5 advisors. The company decided
to conduct aninterview on aparticular date. Condtitute aninterview board and
compl ete the selection procedure.

Hint1- Interview board consist of chairman, subject expert and 3 committee
members

Hint 2-Questions relating to current affairs, GK, Insurance marketing,
Personal questions, intelligence, honesty, etc.

Makeapower point presentation of 7 P’s of service marketing (Seven slides

with explanation)

Identify various service sectors and make an abum collecting picturesfrom

different media(newspapers, magazines, internet etc)

Anaysetheroleof product marketing and service marketing in Indian economy
onthe basisof dataof thefollowing areasin 2014 and make aconclusion.

Area Product marketing | Servicemarketing

Employment
Export
Import
GDP

Identify the service sectors most suitabl e to kudumbasree units/residence as-
sociation and features and importance of those sectors and then conduct an
awareness classwith power point presentation to themembersof kudumbasree
units/residenceassociaion.

. Makeacomparative study of interest rate of depositsandloans provided by
scheduled banks and cooperative soci ety, new generation banksand makea
power point presentation.

&
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11. Dividethestudentsinto groupsand assign thetargets of deposit mobilsation
fromthefollowing categoriesof society.

Group |-Vistafew agriculturists
Groupll-Vistafew NRIs

Group 11 Visit someselected businessmen
Group IV Visit afew households

Group V-Visit some government employees.

Conduct aroleplay showing thestrategiesadopted for deposit canvasing from
the above categories.

12. Youarethesdesmanager of XY Z bank. Thezona officegaveyou atarget of
100 car loans for the coming year. Enlist the strategies or techniquesto be
adopted for achieving thetarget.

Hint1 Select target group (may be active depositors, financialy sound persons,
membersof genera public etc.)

Hint 2 Draft anotice specifying the featuresof the product.

Hint 3 Intimating thetarget group by sms, email or direct contact.

Hint4 Anadyzetheir responses

Hint5 Direct contact with interested partiesandto turntheir desireinto sales.
Hint6 Makingfollow up.

13. Makeavideo album/photo album about various products of banks(deposits
and loans)to be presented in VHSE regional expo(15 Minutes)

14. Makeapresentation for marketing of life/non-lifeinsurance products
Hints- Use any of the presentation techniques such as videos/PPT’s etc.
Targets groups, features, product detailsetc.

15. Findthepricevariation of 10 sharesof BSE and make achart for 20 trading
days. Makeacomparativestudy onthebasisof safety, liquidity and profit-
ability of investing money insharemarket and inbank deposit.

16. Viditthenearby sharebroking firm and find the trading activities, and also
andyseand find out theratio of savingsandinvestment by individuasin share
market.

17. Prepareachart showingthe prerequisites of investinginfinancial securities.

&
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18. Draft aquestionnaire (with open ended questions) before approaching apro-
spective buyer for alifeinsurance product aspart of need analysis

19 . Draft atelephonic script to fix an appointment with a businessman, as part of
marketing aninsurance product.

20. Exploring theinternet, collect dataof market shareof thefollowing sectors and
prepareabar diagram (using spread sheet)

I nsurance Sector
Banking Sector
Hospitdity

Information technology

o &~ 0 D P

Health careservice

21. Exploring theinternet, show sectorial distribution of GDP for 2015 of 10
devel oping countries asinthegivenformat and prepare anote onimportance
of Service Sector in GDP of our country

Sectorial Distribution of GDPfor 2015
Nation Service sector Industry Agriculture
India
Pakistan
Silanka
Mdasa

22. Prepare pie diagrams by exploring data from internet about India’s GDP with
the share of Agriculture sector, Industry sector and Service sector in 2013,
2014 and 2015 and make acomparative study.

23. Conduct asurvey and collect dataon the topic on the pricesof someproducts
and servicesinyour locality and prepare atable. Makeastudy of pricing of
product and services. Example, priceof sogpand priceof IT serviceprovided

by locd firm and areputed international firm.

24. Conduct asurvey and collect dataof different products and servicesin your
locality and caegorise them on the basis of common featuresand prepare a

table,
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25.

26.

27.

29.

30.

Makeacollection of popular types of life policiesmarketed by L1C of India
and prepare an abum.

Step 1. Collect thedetailsfrom Insurance advisors/office/l eafl ets/news
paper/internet.

Step 2. Set andbum containing thetypesof lifepalicies.
Step 3. Present it intheclassroom.

Conduct atele-cdling show between a prospective customer and aninsurance
sdesman

Step 1:Select 2 studentsto conduct the show.

Step 2: Givethem rolesand ideas on the discuss on between the two.
Step 3: Theplayersenact their assignedroles.

Step 4: Studentsrecord the activitiesin theactivity log.

Design and prepare an advertisement copy for anew life policy issued by
XYZ Co.

Steps- create advertisement copy including name and address of the
company, Logo, featuresof the product, etc.

Writeastory board for atelevision advertisement for anew product issued by
LIC and presentitintheclass.

Step 1: Dividethe studentsinto four different group
Step 2. Thegroups makesastory board on the product.
Step 3. Present the advertisement intheclassroom
Step 4: Record the story board in the record book

Interview with asalesmanager or sal esexecutive/salesmanto collect informa:
tion onvariousskillsand qualitiesneeded by aninsurance marketing salesman.

Stepl. Teacher helps the students to prepare a questionnaire/interview
sched ule

Step2. The programme start with awel comenote by astudent. The student
introducesthe salesmanager.

Step3. Thesalesmanager talks about the skillsand qualitiesrequired by a
sdesman.

Step 4. Interaction between studentsand the sales manager.




31.

32.

33.

34.
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Step 5. Students should present and note down the points.
Step 6. Students should present the skillsand qualities.

Prepare mode of acertificate of insurance, issued by ABC Ltd to Mr.Babu,
oninsuring hismotor car. (IT enabled)

Draft arenewd noticell etter issued by aninsurance company rememberingthe
dateof renewal.

Prepareaquestionnaire for analyzing theattitude of public about the need of
insurance.

Conduct asurvey on 25 neighbouring familiesof your schoal, to record their
attitude on theneed of insurance by using the questionnaire prepared earlier.

REFERENCES

1
2.
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Services Marketing-Ravishankar-published by Excel books.

ServiceMarketing, Test and Cases-RanjendraNargundkar-TataM ac Grawhill
publishing company, New Dl hi.

Elements of Banking and Insurance-Jyotsana Sethi& Nishwan Bhatia-PHI
Learning.

ServicesMarketing- Vasanti Venugopa & Raghu V.N, Himaayapublishers.
Principlesof Insurance- Dr. A.PPhilip & Dr. M.D.Baby.
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Form No.300(BN)
LIFE INSURANCE CORPORATION OF INDIA
(Established by the LIC Act 1956)
Branch Office ................... Proposal No ................... Agent's Name .......coovvveviiiimisiiniininnnn
Licence NO .......cooevviviiiinnnnnns Dt of EXPirY <oociniciiininiiinia Agent's & DO Code ................
NOTE:

This form has to be filled in by the proposer in his/her own handwriting. If he/she cannot write in
the language of this form or he/she is illiterate, the proposal form can be filled in by the
Agent/Third party as per normal rules.

1 a) Name in full (IN BLOCK LETTERS):

Mr. /Mrs./Miss S BT HE
b) Shott Name: 0 s s s s
c) Address for COeSpoNdENCE it e
d) Nationality == 0000 iscesesssieciesssesessseiesass avan sevess s
e) Argyouresidentinindia: =0 cscesssnvesmesssrisseesmisissisiisaasinasiis
f) Father's Namein full e
2 a) TablefTerm wnannannunaning b): ‘SumAssured ..oocnanniaaaass
c) Amount of deposit .............ooceeiiiiin d) Dateof Bith..cooa s
e) BOGPOON. . s ovvscosmesimvensisssinsossnny s wis vgss s s
3 a) Nominee under Section 39 of the Insurance Act, 1938, to whom policy moneys
will be payable in the event of death.
Nominee's full NAME: ... e
(IN BLOCK LETTERS)
VLT RS T SR (N e e Relationto yourself ...........cooovviiiiiiiiinnnnns
FUllAddress cuasanmimanamsnmsanannnmsiaais
b) Appointees Name with signature to whom the policy money is payable in the

event of the claim arising during the minority of the nominee.
EallName of the ApPOINIEB: ... covcmmesmimss imemss gsss s s s dpse s s s siseaasss

(IN BLOCK LETTERS)
Full Address

Signatire of the AppoINtee .......cosmessismsssonsssssnnss srasssannsa
Relationship to the Nominee ...

Agoof Appointee ciuiiininsinsainassisinaninis
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r2n
(a) Present OQccupation  iawiaiaianiniaainng
(b) Natureofduties .ocssasnaasmansieies
(c) BrnualINCOMIE sosermmmmoanmmmmsspmsssnsys
(d) Total Sum Assured under
Previous policies UNTET . ..o i smmmns civsme sidiss vas i ssasie s oh sambsnhs dah O s s vinnis
Table 132
(a) Has a proposal on your life or an

application for revival of a policy

on your life made to this or any

other Office of the Corporation ever

7=

(i) Declined 3 Yee/No s mnninss

(ii) Accepted with extra; if yes,
State the highest extra
Imposed (excluding age extra) : ..

(b) Is any proposal/application for
revival pending with any office of
the Corporatin, if so, give the details -

Your exact Height without shoes (in cms) P s
Your exact Weight (in Kgs.) Y cmeeeesrReswe

Answer ‘Yes’ or ‘No’
(If ‘NO’ give details)

Are you at present in good health? D R R S

Have you ever been admitted to a

Hospital/Nursing Home for taking

Treatment for a week or more during

The last 3 years? (If ‘Yes” give details) iR R R

Have you any physical deformity?

If Yes, give details and total

Sum Assured in force under all previous

policies taken during last five

calendar years including current year. T s R G

To be answered by female proposer only

a) Total sum assured in force under all
Previous Policies taken during last
5 calendar years including current

year I P e
b) If you are married
(i) Are you pregnant now? S e A s S R

(ii) have you had any pregnancy
related problems atany time  : ..
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DECLARATION BY THE PROPOSER

Lisa snmicnsnn ssmmmpmn s i i 5 A b M A R R S A A SR R NG R do hereby
Declare that the foregoing statements and answers have been given by me after fully
understanding questions and the same are true, and complete in every particular. | agree that if
any untrue averment by contained therein the said contract shall be absolutely null and void and
all moneys which have been paid in respect thereof shall stand forfeited in part or full to the
Corporation.

Dated At ON e s day wassnasananrave 1990
NAMEOFWINESS:  isermmvmsmsrnsmbos s ismsiomsssioms s

Signature of witness ...

Gogupalion: = sssissaimssams i mas g

Address

Signature or thumb impression
of the person whose life is
proposed to be assured

If the answers to the questions in this form are given in vernacular and the proposer signs in
vernacular then the proposer signs in varnacular then the proposer should declare in his/her own
handwriting above his/her own signature that all questions were explained to him/her and that
his/her replies were given after fully and properly understanding the same.

OR

In case the prposer is illiterate, the thumb impression of the proposer should be attested by a
person of standing whose identity can easily be established but unconnected with the Corporation
and this declaration should be made by him/her.

| hereby declare that | have fully explained the
Above questions to the proposerin ................
(language) and | have truthfully recorded the
answers and explained to the proposer and that
the proposer has affixed his/her thumb
impression to the proposal form after duly
understanding the contents thereof.

NOTE: In case of dispute in respect of interpretation
of terms the English version shall stand valid.
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Annexure |
FORM NO. 3783
CLAIM FORM ‘A’
LIFE INSURANCE CORPORATION OF INDIA

Divisional Office Branch Office

CLAIMANT'S STATEMENT
(To be filled in by the person legally entitled to the policy moneys)

(All answers to be filled in legibly. Answers must be given in words, strokes of the pen or
dots or dashes cannot be accepted as replies)

In connection with claim under Policy No ................... For ez
o e I OF . s v i v sawanan o bas s s I, as the claimant under the

(insert full name of the deceased)
policy make the following statement:

1. Particulars regarding the claimant :
(i) Name of the Claimant
(i} Age: s

(iii) TelephoneNo. i
(iv) AddressT 000 s ey
(V) Relationship to the decreased life assured ...,

(vi) Nature of Title under which the claim for policy money is submitted viz:
Nominee, Assignee, Executor, Administrator, Trustee or

Benefciary............coooeiiiiiiins
2. Particulars regarding the deceased life assured, Shri ...
(i) Place of death of the life assured .

(ii) Date of death:Exact time of death ....AM./P.M ...
(iii) Age of the life assured atdeath ..
(iv) Duration of lastillness
(v) Immediate cause of the life assured ...
(vi) Last occupation of the life assured
(vii) Last address of the life assured

(viii)y  Full name of deceased'd father .
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3 Particulars regarding other policies on the life of the deceased :
Policy sum Assured Name of Date of Whether with Double Accident
No. issuing Commencement or Extended Disability
Office Benefits
4. (a) When did the deceased first complain

of being not in usual good health?

(b) Nature of iliness then complained

5. The names of the medical attendants during the last illness

6. Names and addresses of the doctors consulted during the last three years stating against
each name the complaint for which he was consulted and the date or dates thereof;

Date or Dates or Name of the Doctor or Nature of
consultation Hospital and address complaint

Giasmennmineinansmisin do hereby declare that the statement made hereinabove is
true in each and every respect.

Notwithstanding the provisions of any law, usage, custom or convention for the time
being in force prohibiting anu Physician or Hospital from divulging any knowledge or information
acquired by him/them in attending upon or examining a person on the ground of secrecy, | hereby
authorise the Physician or Hospital who has attended upon or examined or treated the aforsaid
deceased life assured life assured for any aliment or illness to divulge any knowledge or
information regarding the deceased's state of healthe which he/they may have acquired whether
before or after the policy was issued by the Corporation, to the Corporation, its offices and legal
advisers or in any Court of Law.

Designation..........covviiiiiniiiii i
BAONEBE. v A A
Declaredat...............cc....... this........c..e. dayof....cooovviiiniiinnnn..
...................... 19 before me.

Signature of Witness




B BANKING AND INSURANCE SERVICES

IF THE DECLARANT SIGNS IN VERNACULAR OR AFFIXES
THUMB IMORESSION, THE WITNESS SHOULD ALSO SIGN
THE FOLLOWING DECLARATION

CERTIFIED THAT THE CONTENTS OF THIS FORM WERE EXPLAINED TO THE
DECLARANT IN VERNACULAR AND HE/SHE HAS AFFIXED HIS/HER
SIGNATURE/THUMB IMPRESSION HERETO AFTER FULLY UNDERSTANDING THE

SAME.
Countersigned by Signatiite: ..o
Designation....vs s i
AdAress: ...comesmrsvoissnsvoiss

(This statement must be countersigned by (1) an Advocate, (2) an Agent if the Ciroiratuib
(who is a member of an Agents’ club at the level of Divisional Manager's Club or above), (3) a
Bank Manager, (4) a Block Development Officer, (5) a Commissioner of Oaths, (6) a Doctor, (7) a
Gazetted Officer, (8) a Head Master of a High School, (9) a Head Post Master or Departmental
Sub-Post Master (but not a Branch Post Master), (10) a Magistrate, (11) An Officer or
Development Officer of atleast 3 years standing or confirmed Development Officer recruited from
the Agents, who were DM or BM Club Members before joining or Development Officer recruited
from agents who were ZM or Chairman’s Club members before joining or (12) President of a
Village Panchayat or Local Body.




