INTERVIEW WITH MD & CEO, IFFCO TOKIO GENERAL INSURANCE

‘If young population takes health
insurance, we would be able to
subsidise premium for elderly’

DESPITE A broader economic
slowdown, the general insurance
industry continues to grow at
around 15 per cent. WARENDRA
SINHA, MD and CEO of IFFCO
Tokio General Insurance, told
SANDEEP SINGH that the indus-
try will continue to grow at the
same pace as the penetration re-
mains low and also because the
economic growth won'tbe too
bad for too long, Speaking about
increasing penetration, he said
that the industry is working on
customising ina bid to provide
rightsizeinsurance products that
have lower premium, shorter
tenure but high volume and also
working on telematics-based
products. Excerpts:

How has theeconomic
slowdown impacted growth
ofinsurancesector?

Iwould say that for nowithas
not been impacted. In fact, last 3-
4yearshave beenleapingasfaras
growth is concerned. A couple of
government schemes have pla-
yed amajor role: PM Fasal Bima
Yojana(PMFBY)thatcamein2016
and AyushmanBharat Scheme. It
has changed the portfolio mix.
While motor insurance comeson
top, it is followed by health and
then the aop insurance.

Tenyears ago, when govern-
ment companies were undergo-
ing business process restructur-
ingit was projected that motor
and healthwillgrowat15percent
and that has been achieved. For
many years, we wereat penetra-
tionlevel of around 0.7 and today
we are at 0.94 and that is after
PMFBY and Ayushman Bharat. It
tells the scope of business that still
remains untapped.

I am upbeat about future
growth. As we speak, the indus-
tryisgrowing at 16 per cent and
see the industry closing at any-
wherebetween15-18 per centat
theend of the year.

Ihave seentheindustrycome
along way from a top line pre-
mium income of Rs 500 crore in
1982.1n 2000, when the market
opened up — private companies
wereallowed to come backagain
and broking fraternity was al-
lowed to come for the first time,
the premiumof general insurance
industry wasRs 10,000 croreand
lastfinancialyearitclosedat 17x.

Soyoudon't think thatthe
slowdown will have any
impact?

Whileithas not hadimpactas
of now, thedownturnwill take its
toll because if businessesdon'tdo
as well as they were doing, then
theywould notwant to pay insur-
ance premium and if we see facto-
riesshutting down, it willlead to
adipintermsofinsurance.l, how-
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“As we speak, the
industry is growing
at16percentand|
see the industry
closing at
anywhere between
15-18 per cent at
the end of the year”

WARENDRA SINHA

ever, keep an optimistic view. As
ofnow,wehave notseenareduc-
tion in industry premium collec-
tions but a continued slowdown
may hurt.

My feelingis thatthe economy
willnot be so bad because | think
the government hasdone a lot of
cleaning and it should turn
around. Also, it is the US-China
trade war that is manifesting all
over the world. Since the penetra-
tionis low, itwill help us grow and
wewill focus on health, motor and
home products. Also, all insurance
companies have got together to
startacampaign. Itisgoingtobea
one-year campaignand will start
soon. It will aim to bring about
awareness and to educate the
masses thatinsurance is for the
benefitof people.

Howisdecline in automobiles
saleshurting the sector?

There is a downturn in the
auto sector and itis largely be-
cause of new vehicles. It impacts
the premium collection because
premium of new vehicles is
higher. Also, whenwe get more of
new vehicles, thedaims ratioisal-
most 30per cent lower than what
itwould be if we only have old ve-
hicles. However, we have been
helped by government measures
such as increase inpenalty under
Motor Vehicles Amendment Act,
2019. Even today, almost 50 per
centofthe vehicles remain unin-
sured since many don't renew it
after thefirstyear.

Don'tyou think thatitisunfair
thatalot of elderlydon’t get
healthinsurance andif they
get, the premium ishigh?

As the CEO of an insurance
company, it feels bad that when
theearning goesdown atold age,

we cannot offer them insurance
andifwedo offerwithexclusions,
we raise the premiums. | feel hor-
rible about it, but there is no op-
tionand which is why I feel that
penetration must increase and
young ones should take insur-
ance. If the young population
takes healthinsurance, we would
beabletocross subsidise the pre-
mium for the elderly. I think that
onanoverall basis, the industry
needsto raise volumes tobe able
to subsidise other consumers as
inmany cases the premiums for
prohibitive for elders.

Today, group medical policy
bleedsall insurance companies. |
have nothingagainst thembutthe
premium should be commensu-
rate. However, even if they don't
pay commensurate premium, if
theyounger lot were to buyinsur-
ance, it would cross subsidise.
Todayachallenge foraninsurance
company on an overall basis is to
have an operating cost of below
100as then you make profit.

While penetration still
remains low,howdoyouplan
to increaseit?

We are trying to open offices
in smaller towns and rural areas
and are workingonsmallerprod-
uctsthatwill catertothat segment
of the society. The industry is
workingon custorised right size
insurance products that have
lower premium, shorter tenure
but high volume.

Ithasalreadystarted. We have
come upwith Mosbiteinsurance.
It covers vector borne diseases —
malaria, dengue, chikungunya,
Zika virus etc before the onset of
the season- whichis thevulnera-
bleseason. Anotherone for which
wewe have gota permission from
IRDALl s an individual health pol-
icy —SwasthyaRaksha Bima. It is
small ticket sum insured, small
premium product where if you
get treatment in Tier 2-4 cities,
therewill be nodeductible.

By the end of the current fi-
nancial year, products based on
telematics will come in India
which essentiallymeans youpay
as you use. This is what foreign
countriesdo. If youareelder dti-
zen, your premium is low and if
youowna fancycaryou pay more
premium. You canbuy insurance
foramonth whenyougooutfora
long drive. You can also take a
cover for weekends if you take
your vehicle out only during
weekends, Soinsuchcase, theve-
hide will be covered only during
the weekend and the premium
willbe charged commensurately.
It will not be pro-rata, butit will
be muchlowerthanwhatyoupay
annualised. Weare collecting data
and in the next fiscal, we should
be ready to offer such products.
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