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Mr., Golam Mowla, Ma-
naging Dfrector, Great
Eastern Insurance Co. Lid.
gave a dinner in honour of
the delegates aitending the
R.CD. Re-insurance meet-

ings. In the picture from
left are Dr. A. R. -Sahib
(Iran), H.E. Dr. Farhang
Mehr, leader of the Iranian
delegation, Sheikh Mujibur

Rahman, Mr. Ataur Rahman
Khan, Mr. Faruk  _Seven,
leader of the Turkish dele-~
gation, Mr. Omer Yalaizogis,
{Turkey) and the host.°
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Father of the Nation Bangabandhu Sheikh Mujibur Rahman Memorial Museum, Bangabandhu Bhaban, Road-32, Dhanmondi R/A, Dhaka-1209, Bangladesh, Phone: 9116700
Fax: 9101155, E-mail: bangabandhumuseum@gmail.com




Below information found in the file of Father of the Nation Bangabandhu
Sheikh Mujibur Rahman in the year 1959 and 1960 of IB (Special Branch)
documents.

An [.B. Officer reported on 7.3.60 that he received information from a reliable
source that the subject had been appointed the Controller of M/S Alfa Insurance & Co.
at the monthly salary of Rs. 1500/-.

* He joined the Alpha Insurance Co., Dacca, as the Controller of Agencies for East
Pakistan on 1.3.60 at a monthly salary of Rs. 1500/-

In June, 1960, the subject in course of an informal talk with Dildar Ahmad, (Ex-
Minister, A.L.) and others gave out that he would open branches of Alfa Insurance
Company Ltd. in all the districts and appoint the Ex- Secretaries of district defunct
A.L as branch managers. The Secretaries of Chittagong, Narayanganj and Dacca City
A.L have already been appointed. He further disclosed that after the imposition of the
Martial Law in the country. The A.L leaders have lost contract and some of them were
in bad financial condition and by appointing them he will be able to help them and
maintain contact with the A.L. leaders.
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Building Disaster Risk Resilience in Bangladesh using the Insurance Mechanism
Group Life Pool — Alternative Group Life Cover

Takaful at a crossroads in Bangladesh

Bancassurance- A Promising Distribution Channel

Sportsmen's Comprehensive Insurance

How to Innovate Your Way into Microinsurance

Need for Ethical Practice and code of Conduct for Insurance Business

How to Enhance Customer’s Protection in Insurance Sector

Impact of Ageing in Life Insurance Operation

Prospects and Activities of Micro Insurance of Non-life Insurance Organization in Bangladesh
A Case Study (Pilot Project)
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e 7o @0 wEer sy fnte, @ e @ azeEny ¢ G TA |
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A | SIS 37 Fe @3B AAgHIfTe ef$d R National Health Security office (NHSO)
TG (SR Ty FHSIRT FefEB 7o Fraw AT S99 (Srgey, Reeg @v" o =gy S e 7oe
TR OIrE @ A P ARGEE Ty 2T THgHitTe afev are A areed R g ot
TAR) |

(R0) F1F IE RIRLTE (claim) ZRIT REATT I AB1E 0 GTAT SMFSIAT TSSO T
fee1 Afararg Fa1 @ g I [TTS = ARBEFR &5 NHSO €7 &6 =@ efew (subsidiary
organisation) &fe¥T FT @S A1 |

G RTATeIE T 9Te 203, 21 gy I I/IAT FIGT ATy (26 iy @ «Afieg o war 99
RRSITe TSl Jfaw AL A @7 #AffK @ “Afeera 3w @ HAT |

A

A gy AN IEE AR I T | @ FHET AAAT G W3S (legal), Aifevie
(institutional) € %73If@ WfdE JIFMTS (Public Financial Management-PFM) ST=& a0 w1
40T 2B SR ST 203 | GF A1 Sirares 2ra oy eyfed o I9eR | @ FEENe afie
ANGHA T LG F2F F0o7 g @@ e (dedicated) 57 797 Fare 201, ©7aE G
TR @ YS! SA TS A G FBa &fels smomess earaa eifée et TT 7% (equipped)
(A QTS (A | OF FRIF ST ATAEH FTAIIEA Ao-Eae N2rad AN I qrenfes Fare (political
commitment) | 090 AER L SDG 9T F1%y RETF TF] TG H1ZY (IA N FA19 CFGE A1
FHEITE & RIS FAEGE TGy I 20 2T 2T *WTF | @ TANNE (FF T A37e ¢ ifedifas
FIOTIPTR TFTOA *1fe 201 Ata A @R A 7 s e, S e ¢ AifkgAe o
TR SRR Sy #ifBifers et whyfbomz @ grera s fe s w#eq 79 |

S &S A AT 2020 | 84




j ST TS T G TS
_ IR NGRS GIe R I _

TRV SIEW (RIRS

TR TR efel cwa sfeRerer 3w ¢ ANRT SFEa AR e T A P oo
AR ACHT S50 A Sifon FreT o (4 ege a=uera foioaced 1 g SrStaeaer 341 2 |
Sy I W SR TG CSTRTR G R @ SRR fRITT e SRKIRE I Sifed (Aol e, (e e
TN S 90 AT 3 ST GFf6 wg-*I1f5re A et b 2 A free asirey efesr
o0 | S ST Prei 2ITs TS (ST (e GFI@ Grord a4 efSBi | Y50 T GFIe ey
TEIE SATE O3 FEpHie afevw R afefe = | AwaSite ooy AT I WS Afey
T 20e W T W efedim e 9% 20 G9r TS qaiefi s TgamEs il afeais
fresm S8 @i AApHItTe afed e I S TR | qwIey Toe fe I2d TIFPR Tl
(AT wo o xfB aiférrer (@t sifiieTe T0he | 4R TGS A ffey s - R o
oifs 927 ©/8f6 IfieIg / sa=iel e F0a AT |

RIS N S

- e Ene afee @ sAfeE |

- Ty o ey efimma/FrenfemT @ wiiee e |

- 3 v fecam ¢ MbRes @t e |

- ed-Roare I faveees @ S affrwe TRGes ¢ afedima AN 9y @i e 4R (e
e (T SIS |

- Rt ST BAEHES Few sifpife I Rawe AT AT T G-RIGTE TG
RISl A |

- fifeg Ror @Rt @T- ACH (UK) @3 fifey e foimmgers sregaifret emm e @i s
FAAAAZ (FIfoe 4T &wie |

- Tt o 2/ 7 SIS @ S QB |

- R T TR RN S ARG P4

et S

aFEE T el @ e oeie dfrerr I Rermeeme f gews 6 =@ W @E w9
ST~ F AT #fapifeTe =0 it | 1 g fFeaifere ey swe et srrel 3faa o
G offs =g w-ART AT I FASE I FETS 3/0ofB @ ARSI I ANE | A Qe
ARSI (AF AET A FATE, G AN FCACHA, (@TAGIAT IATEEA (@A AR, WD
2B, TieE, T ATS @R ¢ qffEE afesma o=y Sl effFd @ ARpE T SR |

AT TR SS(aE 169 ¢ ATIE=TE, AeA ST AFTE |

8y | ¥ &SI M AP 2020




24 fFzx
GFTCRT O (1T Tl werey e elf¥ifiFs sraife 42 afeia Tfids Sqa srere wFel ¢ @rirsa
AT VI N I e MLAIGE S eF gl S A Tz | IS 7o @ 7 AT o)
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«eZeE A :

TSR TEE BI6TE 211803 EAMBHEE F$ @ “fbifeTe Associate of Chartered Insurance Institute
(ACI) @7 s < oy 3= P e zrer | GITely /el JTFEA ¢ SR
Soyin fraw s @ SHEADI94E Chartered Insurance Institute, STTwa €S /& (F4fb &=
FOBETT AR o I2A K TS IR FAT FTACL | T GFGHE G0 quar<d Frwdrar
wfesrzres I R AT ol ACH SIEH FA0S T Z00A | TAMA SeoTead Wik il qarefi
AT Sohoe (I @TEHT T FCACE | S T Pl @FIrefia I ACH 6t e Feare 7%
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aTIeRfaEE A (@ Afe weg AR ¢ arRRIfaE SR s@e A AvE Qe @fE-Rorr 1
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It Rrereasie 43 e I /FH1ER Gt e Reme sreeieze 30 A | [T T qS e
F$s wifers f[fey Efimm/aMeme T fare ez fe:

- Customer Service in Insurance Industry : Bangladesh Perspective and Lesson from
Developed Countries.

- Ethical Parameters in Insurance

- Bancassurance

- Emotional and Rational intelligence at work place

- Insurance Awareness and Education (Problem and Prospects)
- Operational Aspects of Islamic Insurance and Reinsurance

- Concept and Application of Total Quality Management

- Indepth Risk Surveying

- Application of IT in the Insurance Industry of Bangladesh

- Agency Development and Policy Lapsation

- Ethical practice

- Catastrophic Risk Mitigation through Insurance and Reinsurance.
- Agriculture insurance : Experience in developed Country

- Health Insurance : Perspective Problem & prospects

- Insurance for the Micro-credit

- Sales management: Etiquette and Grooming of Salesman

- Risk Management

- Enterprise Risk Management and Solvency Regulation for Insurance Companies-the
context of Bangladesh

- Reforms of the Insurance sector in Bangladesh

- Corporate social responsibilities in insurance

- Management of Health insurance

- Enterprise Risk Management

- Money Laundering in insurance sector.

- Transactional Analysis

- How to enhance the image of Insurance Industry
- Protocol formalities & articulation

- Insight of financial underwriting and insights o f health insurance.
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GifeRred GF12 Saae TwrNar
(o) S e e

. 2J1RT @R, ACII, UK.

ofi : @AfEfe a1 B2 SFE Wl A TEHF T (Global Goal) e #iffbe, 03¢ A
TSR T STy T WIEy areaet, St SIS Q2 T O AR 2000 AT A4 A AT
NIfE @ Tufar Sorerr e fafs ite wam oy FkEmm = 2 2 20fe | 2000-205¢ AR
%% MDGs Il 2T SFAN TEN@R & TSI R[S TATRH TS AfSFIAT FCaR LT BFR
S A (@AfefE) | @AfefeTs yq b 7wy W3 sub G Ty AACR, AN AFCET T WA B @R
WA 533 Sfare weaa o “glers” fRra foazs w31 Tt | 205¢ AT @ifewied g wifama
Q0/s TAGLEATR WG 1T GEE J2® T G 2000 AFT T4y WECwa o7 F9 Fa1 27 | @ 34 6
T WOIB SR TS MO AT 35T ONT TN Lol 77 e SRy SrdEas
A PAITE T | Rod¢ AT oS WA dpoft o fmre »afb swrsar fdiad e |

>. MIfE®y S@A End Poverty)

3. %41 1@ (End Hunger)

9. THAES 93¢ F519 (Good Health and Well-being)

8. @91 4% (Quality Education)

¢. &% 3o (Gender Equality)

v, fzrom oiifT @ s ™ (Clean Water and Sanitation)

q. =T @ FENE G (Affordable and Clean Energy)

b, TSR $16 43R SdiAfos &gf@ (Decent Work and Economic Growth)

5. féig, TEIe @2 SIFSIIIT (Industry, Innovation, and Infrastructure)

Yo, 9ISl 2™ (Reducing Inequality)

53, ToF912 94 @ T=7M (Sustainable Cities and Communities)

3. “fafire tere, (a2 T2+ (Responsible Consumption and Production)
S0, A FHGEN (Climate Action)

58, TETE G4 (Life below Water)

5¢. FFE &I (Life on Land)

v, *ife, e @ae FEa afew™ (Peace, Justice, and Strong Institutions)
9. TSIE e WeAmIfE (Partnerships for the Goals)
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TANW TORT T S 2038” @ 8y T GE AT € TS THADE W4y @RS A A
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TR 0T T TR GAZT 3 S S0 A | AT IS FIECF AR SR Tt 20T
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j Building Disaster Risk Resilience in
— Bangladesh using the Insurance Mechanism _

Dr. George E Thomas

“The struggle this time is for our emancipation, the struggle this time is for our
independence”, stated the Father of the Nation, Bangabandhu Sheikh Mujibur Rahman
in March 1971. History tells us that the struggle was successful. However, when
independent Bangladesh was born in 1971, what Bangabandhu inherited was a
war-ravaged and cyclone-battered country.

One of the earliest struggles that the Prime Minister had at that time was to build a
buffer against natural disaster particularly for tropical cyclone, which had shown its
devastating power across the coastal parts of the country killing large number of lives
and damaging millions of houses and property. For the records, a powerful cyclone hit
Bangladesh in November 1970. It lasted for less than one hour, but killed more than
5,00,000 people and 10,00,000 cattle, made millions homeless and damaged property
extensively. Damages include the destruction of more than 4,00,000 houses, 3,500
educational institutions, around 20,000 fishing boats, and many hectares of crops. This
terrible and devastating power of the cyclone and the resultant tragedy of the country
shook the global community. History tells us that Bangabandhu was tremendously
shocked at the loss of lives and properties; and had played a major role in forcing the
then ruler of East Pakistan to postpone the schedule of general elections of 1970 by
about a month.

Against this backdrop, the new government under Bangabandhu established the relief
ministry giving “special attention to building a disaster resilient country through
minimizing losses of lives and properties caused by different natural events including
cyclone and flood.” The magnitude of the economic losses to the country made the
Government take a historic decision of allocating around 20% (Tk 200 crore) of the Tk
995 crore national budgets for the fiscal year of 1973-74 towards rehabilitation of
flood- affected people. The struggle this time was for supporting the disaster affected.
This courageous decision of Bangabandhu, indicated the priority the great leader had
given to the field of disaster management at that time. Following the footsteps of
Bangabandhu, funds are still being ear-marked for the Cyclone Preparedness
Programme
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(CPP). The present Prime Minister has been giving high priority for building a disaster
resilient nation and the government is on the job of building 400 disaster shelters called
‘Mujib Kella’ (Mujib Fort) in coastal and flood prone areas across the country, to provide
shelter for flood-hit people and their cattle. The Kellas would function as large open
grasslands for animals during the non-flooding seasons.

Visions of post-independence economic growth, which were painfully sculptured upon the
fertile riverine soil by erudite brains and imaginative minds of Bangladeshis have been
time and again rudely broken by the vagaries of an unkind nature. Much like Penelope,
Ulysses’ wife (as per Greek mythology) who kept her lovelorn suitors waiting for the
completion of a woolen shroud that she was making, breaking their hearts by undoing her
day’s work pulling a length of its weft at night, Dame Nature has been playing spoilsport
with the country that has been long-sufferingly pursuing the path of development.
Catastrophe related deaths and suffering in the country have been immense and many
citizens floated into their watery graves unsung and unwept. Perhaps, the situation could
fondly remind us of Gray’s Elegy - “Full many a gem of purest ray serene, The dark
unfathomed caves of ocean bear: Full many a flower is born to blush unseen, And waste its
sweetness on the desert air”” and implore “the passing tribute of a sigh™ for the lives lost in
the Padma, the Jamuna and the Meghna rivers, not to forget that Nature’s boon of around
700 rivers, rivulets and tributaries put together, have many a time been the country’s bane
as well. Over the years, many Bangladeshi lives, livelihoods, wealth and dreams have been
destroyed and demolished by the vagaries of nature. While everyone stands up and pays
attention to the devastating bow-wave effects of such calamities , the wake-effects of
disasters that cause a long sequence of events, which slowly and steadily unfurls its
tentacles to pull the survivors into a vortex of suffering - physical, emotional and financial,
often goes unnoticed. Ban Ki-Moon, the former U.N Secretary General hailed
Bangladesh’s initiatives and strategies to fight the climate change impacts, saying that “Of
Course we are here to learn from Bangladesh. When comes to adaptation; Bangladesh is
the best teacher to learn about adaptation.” Addressing an event marking the International
Day for Disaster Reduction, the Prime Minister Sheikh Hasina said, “Whether a manmade
or natural disaster strikes, Bangladesh will always remain prepared to tackle it. That’s what
we need." The struggle before us this time, the unfinished task, is to manage the immense
risk that natural disasters have placed before us so that the country and its citizens become
more economically resilient.

Though the world has created scientific early warning systems that allow more lead time
for people to respond to situations, and perhaps develop infrastructural barriers to insulate
or prevent their properties from the impact of disasters, we have to accept that no system
can exactly predict when and where a disaster would strike, and how much of losses it
would cause in terms of lives, livelihoods and the wealth of the country, not to talk of the
emotional burden that the victims carry for long.

Financing the economic aftermath of disaster: Keeping emotions at bay, it is fundamental
that though the occurrence of a disaster could be an unexpected event for the victims, it

should be understood as an expected event for the Government. This realization would
underscore the
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importance of creating ex-ante measures for financing the economic fall-out of disaster, if

and when they occur. By way of taking stock, one should recognize the following most
common ex-post disaster funding mechanisms that most Governments follow.

(a) The Budget - a limited resource but could get diverted to other priority areas, especially
in good years.

(b) Raising taxes - has the potential to dampen economic growth and be quite politically
sensitive.

(c) Using the mechanism of Debt- has its positives, though it could be slow and costly.

(d) Donor funding - an easy mechanism, but this can be uncertain in terms of availability
and quantum; and may not ensure equitable disbursement of relief as per the Government’s
priorities.

Ex-ante strategies of the government for disaster financing are traditionally three pronged,
(i) accumulating emergency funds for meeting immediate humanitarian needs, (ii) building
programmes to support the reconstruction of public infrastructure and low-income
housing; and (iii) creating a trust fund as body to manage the resources and act as the
contracting authority for risk transfer mechanisms, through which governments could
leverage their financial capacity .

Traditional ex-ante mechanisms for disaster-financing fall in four buckets:

(a) Creating reserve funds. Here again resources may get diverted or kept idle over long
periods of time.

(b) Contingent financing, though guaranteed, would be repayable with interest.

(c) Coming to insurance, indemnity insurance mostly assures low cost for the insured,
though individual loss-assessment would call for a great degree of systemic efficiency.

(d) Parametric insurance is seen by many as an effective solution, because
disbursements can get quicker. Also, as it entails lower administrative costs, it reduces the
overall costs of the insured.

Those in high places, often fail to appreciate the yearnings of the poor for dignity and
self-respect. Doles and giveaways make the disaster afflicted increasingly economically
dependent on the government. The government should create systems to help them stand
on their own feet rather than making them dependent on donors, doles and subsidies. That
is exactly what the insurance mechanism is designed for. However, for insurance to work
optimally and effectively, there are multiple conditions that need to be met.

Pre-conditions for making Disaster Insurance Work: Creating the right environment for
making disaster insurance work would need the fullest co-operation from the government,
specialized agencies working with the government, insurers, re-insurers, the insurance
regulator and brokers, agents, surveyors and others.
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Global Approaches towards Disaster and Insurance: A World Bank study on ‘Advancing
Disaster Risk Financing and Insurance in ASEAN Member States’ which emphasizes the
importance of promoting property catastrophe risk insurance, agricultural insurance and
disaster insurance recommends three key areas of governmental support for developing the
enabling regulatory and risk market infrastructure for promoting insurance.

1. "Governments could work toward the development of an enabling insurance
regulatory and supervisory framework that controls insurers’ exposure accumulations to
catastrophe risk using a risk-based capital approach. Regulation could also be used to
support the growth of emerging insurance products that have the potential to increase
insurance penetration and reach low-income populations.

2. Governments could develop risk market infrastructure to assist the development of a
cost effective, affordable, and sustainable insurance market. Risk market infrastructure
development could include: product development, risk assessment and pricing
methodologies, loss adjustment procedures, and distribution channels. The need to develop
risk market infrastructure is particularly strong for disaster microinsurance.

3. Governments could facilitate disaster risk pooling, creating a larger, more diversified
portfolio which should lead to lower reinsurance prices and reduced transaction costs."

The Asia-Pacific Input Document of the Bangkok Declaration of 2014 emphasizes that
risk sensitive development is the cornerstone of resilience and sustainability. It points out
that in many Asia-Pacific countries, the risk-sharing mechanism of insurance remains
minimal, with inadequate legal and institutional structures for disaster risk insurance
resulting in low insurance penetration, leaving a large section of the economy and the
population unprotected. “Even when mechanisms do exist, few governments have sound
risk financing schemes that can take care of catastrophic liabilities, which means serious
financial strain on government budgets, and diversion of funds from social development.
A more concerted effort is required to improve risk financing in the region and to identify
the appropriate roles for public and private sectors to deliver these services.” The
Document emphasizes the need to identify ways of promoting mechanisms like risk
transfer and risk insurance.

Universities of Malta and Leuven in one of their studies indicate that to make the supply
side of insurance/ reinsurance efficient enough to solve disaster risk financing challenges,
governmental interventions should take place only (a) when sufficient supply on the
commercial market would not have developed without government help. The study
recommends that (b) Insurers should be free to choose the state-provided reinsurances and
that (c) risk commensurate premiums be charged even if governments need to intervene as
reinsurer of last resort. It also states that (d) governmental intervention should be of a
temporary character and that there should be efforts/ incentives to establish normal market
conditions. (e) It points out that governmental strategies should aim at activating the
private insurance market and transferring disaster risks to it by fostering insurance based
solutions and the mitigation of disaster risks.
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A study by Munich Re emphasizes the vital role of governments and points out the
importance of a strong political will and clear regulatory measures for making any form of
risk transfer mechanism happen, regardless of the strength of the economy. It recommends
certain pre-disaster actions for effective post-disaster financing such as, (a) engaging in

~catastrophe risk management issues, (b) creating realistic risk transfer options including
mandatory catastrophe insurance and (c) establishing sustainable risk financing schemes
through legal and regulatory measures.

An OECD study that examined the impact of reinsurance on reducing the economic
disruption in the aftermath of 26 major natural catastrophes that occurred between 2010
and 2016, found that “countries where a relatively high share (10% or more) of economic
losses related to the specific event(s) were reinsured, recovered more quickly after the
event and had higher than projected GDP growth in the following three years — while those
countries with lower levels of reinsurance coverage struggled to recover and faced a
cumulative loss in output relative to pre-event projections.”

Solutions in the Context of Emerging Economies: In the context of emerging economies
such as the People's Republic of Bangladesh and the Republic of India there are four key
players who have critical roles in making the country disaster resilient. These are (i) the
Insurance Regulator, (ii) the Insurers under the aegis of the Insurance Association, (iii) the
Reinsurance community and (iv) the Government. A broad understanding of the roles and
functions each of them needs to play is provided below.

(i) The Regulator needs to mandate every insurer in the country to offer insurance policies
providing disaster protection in the areas that they operate. For instance, Life Insurers need
to offer policies that cover loss of lives, livelihoods and credit risks caused by disasters.
Similarly, General Insurers dealing with property insurance need to offer policies that
specifically cover loss of and damage to private property such as factories, establishments
and houses, including those under construction. Those dealing with large infrastructure
projects should necessarily cover construction risks. Likewise, insurers dealing in marine,
aviation, cargo, motor etc. need to cover losses and damages due to disasters. Similarly,
those dealing with health insurance need to provide cover for treatment necessitated by
disasters, while those selling personal accident insurances provide benefits for those who
are injured or handicapped by disaster related reasons.

(i) The Insurance Association collectively and Insurers individually need to design
appropriate covers for each line of insurance, determine risk commensurate premiums, put
in place efficient claims assessment and settlement systems as also provide access to
insurance by establishing effective distribution systems.

(iii) Reinsurers who work with the market, need to properly evaluate the risk that they are
assuming. They need to inspire the cedant market to improve their
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standards, influence the players to adapt to better levels of market hygiene, encourage
responsible underwriting, support in making rating more scientific, and claims settlements
more professional, transparent and timely. Reinsurers can also support the insurance

market in finding the appropriate balance between retaining and ceding risk as also
leveraging the potential benefits of international reinsurance markets to underwrite more

business.

(iv) The Government in its role as manager of the country and insurer of last resort, has lots
to do to support the insurance and reinsurance market. Of course, the relevant ministries,
the insurance regulator and the insurance association have to support the government in
this. The multifarious roles of the State can be listed out as follows:

a. Spreading knowledge and awareness: The State is the prime mover for effecting
social and behavioural changes by empowering the country with knowledge and
awareness. The country’s awareness of the benefits of the insurance system and its
willingness to participate in the system is a prerequisite for the growth of insurance.
Creating the willingness to pay is only the next step, as in many cases, even when schemes
are free or heavily subsidized, participants are scarce to find. States have employed
mechanisms like social marketing in bringing about a behavioural change and sensitizing
the country’s population towards the positives of the insurance mechanisms.

b. Providing product level clarity: The State, through the Regulator should ensure that
all insurers sell similar products at comparable prices so that there is no confusion in the
market on product features and benefits. Though all insurers may sell the product, undue
tinkering on product features and prices may create confusion in the minds of the common
man. In many markets, Regulators have systems to protect policyholders from ‘abortive’
policy language, ambiguities and fine-print on policies.

c. Mandating catastrophe obligations: the State and the Insurance Regulator, can fix
obligations on insurers that a given proportion of their business in terms of amount of
premium, number of insured, percent of premiums percent of total policies/ lives should be
from catastrophe insurance. Needless to say, such mandates can be implemented only if
enabling provisions and active support from the State is available. An example of this is the
Rural and Social Obligations embedded in the in the Indian Insurance Act and IRDAI’s
Regulations, mandating insurers to get a certain percentage of their business from certain
segments of the society.

d. Facilitation for getting the spread: It is important for insurers to spread the risk over
large numbers, so that the losses of the few affected are shared by the many. Again, unless
a significant number of insured is available for spreading the risk, insurers will not be able
to keep the price of insurance products within reasonable limits. In the case of catastrophes,
as the number of affected can go into large numbers, insurers need to insure correspondingly
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larger numbers of insured to share the losses. Insurers by themselves may not be able to get
the numbers required to make insurance feasible. Hence, unless the State plays a big role
in sensitizing citizens to the need for buying insurance, it would be tough for commercial
insurance to take wings. Other measures that could be employed for getting the required
numbers are compulsory insurance of certain types of property risks (say, wherever
financing is required, or if situated near water bodies), mandatory insurance coverage for
people above certain income levels, funding disaster insurance for those who cannot afford
it by special taxes; and creating a conducive regulatory environment for the formation of
mutuals, cooperatives and support groups, which would help in small scale disasters.

e. Creating funding mechanisms for paying premiums: A Munich Re study brings out
significant difference between the options available to high-income nations and low-
income nations in paying risk premiums. "In developed countries, risk financing is
normally provided by private or commercial property owners, in some cases with co-
financing by means of additional state support from public funds and/or tax relief for
insurers and reinsurers.” In both cases, the financing solutions are created within the
national economy and they normally involve the market. “By contrast, emerging and
developing countries often lack the financial resources to establish an insurance system to
cover future natural disasters. Adopting insurance-based funding solutions would allow
them to substantially reduce the impact of natural catastrophes on the national budget and
speed up economic recovery." Munich Re states that this can be done through different
strategies.

f. Providing subsidies: People just above the poverty line are those who need insurance
most, but ironically, cannot afford it. Subsidised insurance is necessary for this segment of
people. The State may have to contribute to the premium of those at the lowest rungs of the
society to ensure that incapacity to pay premium does not deprive anyone from insurance
benefits. Where the target population may not have the ability to pay, financial support
from the Government would be needed for providing the cover, at least in the initial years.

g. Getting the right and relevant data: Insurers need relevant and error free data for all
their calculations. Insurers need to analyse a lot of data to realistically estimate the
likelihood of catastrophic events and the probable severity of losses. Based on this
understanding only, insurers can decide whether to insure the risk, and if so, what kind of
cover can be given and how much premium needs to be collected. It has to decide what
proportion of the risk should be retained and how much should be shared with reinsurers.
Insurers make their estimates and formulate their plans and predictions based on data that
is clean, dependable and relevant, which is significant either by volume or by the
representative nature of the samples studied. In emerging economies, for all its data needs,
whether related to human lives, livelihoods or assets exposed to disasters, insurers tend to
depend only on governmental data.
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h. Restricting Insurers from overexposing themselves or going beyond their capacity:
Insurers are able to accept only a limited volume of risks and need to limit their individual
exposures to certain levels based on the limits of their financial capacity. Traditionally,
insurers and reinsurers do not prefer to over-expose themselves to risks in one geographical
location or those situated in one cluster. Given the devastative nature of damages due to
catastrophes and the extensive geographic areas that can get affected by a single incident,
insurers need to limit their disaster risk exposure at specific levels.

i. Insurer of Last Resort: In case the liabilities of insurers go beyond a threshold level,
i.e. beyond their capacity after exhausting reinsurance support, there should be a system
whereby the government being the ‘Insurer of Last Resort™ bears the balance of the losses
so that insurers do not go bankrupt.

Once established, some of the activities may need regulatory supervision, while some of
them may not.

Insurers, Governments and Groups like the SAARC, ASEAN, BRICS and BIMSTEC need
to state their commitment to sustainability. The “Kyoto Statement” of the Geneva
Association declares that insurers would “play a major and concerted role in the global
efforts to counter climate risks”. The Statement emphasizes the need to create a structure
of sustainable, market-friendly incentives for climate risk adaptation and mitigation and
exhorts insurers whose core expertise is managing the balance between risk exposure and
financial stability to suggest how to do it effectively. The Statement urges policy-makers
to collect robust data, make it freely available to facilitate risk assessment and solutions
where premiums are risk-based.

Multi-country groups like the South Asian Association for Regional Cooperation
(SAARC), the Association of Southeast Asian Nations (ASEAN), the Association of
Brazil, Russia, India, China and South Africa (BRICS) and the Bay of Bengal Initiative for
Multi-Sectoral Technical and Economic Cooperation (BIMSTEC) should likewise come
together and unequivocally declare their commitment towards mitigating disasster and
creating ex-ante measures for financing disaster losses.

The fact remains that every country has its own localized version of ‘spiritus mundi,’
symbolizing the spirit or social and cultural values characteristic of an era of history. In this
context, one should be conscious that countries have their own unique set of challenges,
historical footprints, societal identities, value systems, appetite for development, common
behavioral traits like the Bangladeshi spirit of resilience — all of which call for a unique set
of solutions, which get evolved at the appropriate time in history.

Post script: The views expressed in this article are of a purely academic point of view and clearly
non-prescriptive. The views are those of the author and do not reflect the views of his employer, the
publisher or any other entity.

v8 | ST &SR A T R0%0




Reference:

1“Bangabandhu Pioneer of globally acclaimed disaster management’ - ‘Bangabandhu contributed hugely to building disaster
resilient  nation, "Daily  Sun, 10 August 2017  hups://www.daily-sun.com/printversion/details/246869/
Bangabandhucontributed-hugely-to-building-disasterresilient-nation

2'Ibid - Statement by Md. Reaz Ahmed, Director General of Department of Disaster Management of Bangladesh.

3‘Bangladesh becomes role model in disaster management: PM’, Daily Sun, 14th October 2019, https://www.daily-sun.com/ print
version/details/431042/Bangladesh-becomes-role-model-in-disaster-management:-PM

4'Elegy Written in a Country Churchyard’ by Thomas Gray is a meditation about death as the final estate of the human condition,
regardless of wealth, position, or power. The narrator in the poem finds comfort in pondering the lives of the poor folks from the village,
the obscure rustics buried in the churchyard, whose tombstones are just simple, roughly carved stones.

5‘Want to get Bangladesh ready to face any calamity’, The Independent, 13 Oct.,2019- http://www.theindependentbd.com/home/print-
news/219257

6°PM seeks global leaders enhanced awareness about climate change’ 9 and 10 July 2019, ‘Global Commission of Adaptation’ held in
Dhaka - htps://www.daily-sun.com/post/406121/2019/07/10/PM-seeks-global-leaders- enhanced-awareness-about-climate-change

7‘Advancing Disaster Risk Financing and Insurance in ASEAN Member States: Framework and Options for Implementation’
by World Bank and GFDRR (April 2012) - hups://www.worldbank.org/en/programs/disaster-risk-financing- and-
insurance-program/publication/advancing-disaster-risk-financing-and-insurance-in- asean- member-states

8°ibid
9‘Asia-Pacific Input Document for the Post-2015 Framework for Disaster Risk Reduction and the Bangkok Declaration on

Disaster Risk Reduction in Asia and the Pacific were released at the Sixth Asian Ministerial Conference on Disaster Risk Reduc-
tion at Bangkok, Thailand (22-26 June 2014).

10°The Malta Forum on Legal Issues for Adaptation to Climate Change was set up in 2011 by the University of Malta and the
Catholic University of Leuven with a mission is to serve as a place of discussion, continuing education and advice on developing
a legal framework for adapiation te climate change in the EU and beyond. References are to the February 2012 deliberations.

11'Emerging countries affected by insurance gaps'- hup://www.munichre.com/en/reinsurance/magazine/topics-on-
line/2013/02/risikomanagement findex.html

12‘Leveraging the Contribution of International Reinsurance Markets’, Leigh Wolfrom, Insurance Policy Insights, Dec. 2018,
The Organisation for Economic Co-operation and Development (OECD)- https://www.oecd.org/daf/fin/insurance/Leverag-
ing-reinsurance- market.pdf

13‘Emerging countries affected by insurance gaps’, Ernst Rauch and Dr. Laila Neuthor, Munich Re (April 2013)

14“Kvoto Statement of the Geneva Association” was a major commitment of the world's largest insurers, attesting the deep
concern of climate change and its consequences for the insurance industry, signed CEOs of 60 insurance and reinsurance
companies across the world on 2nd July2009

15 Spiritus Mundi’ - htips:/fen.wiktionary.org/wiki/spiritus_mundi
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j Group Life Pool — k
— Alternative Group Life Cover _—
Afsar Uddin Ahmed

The group life insurance pool is a mechanism under which the employees of smaller
companies are covered for group life insurance and most of the advantages of a large group
life insurance scheme are provided in the pool at a very competitive cost. Pooling is not a
new concept. It has been used in reinsurance where risks are pooled together, insurance
companies also form pools to protect against losses through catastrophic events.

Under the pool the participating employers (or the trustees) sign a simple document to join
the pool and all premiums paid by participating employers are pooled together. When
someone makes a claim the payout comes from the collective premium received and held
in the pool.

The service provider (Pool manager) usually charges a fixed percentage of the premium
received as administrative cost and the part of the balance after payment of claims is
distributed as profit commission to the participating employers or funds. Some group life
pool may use part of the surplus (total premiums received — claims paid/payable —
administration charges) to create special reserves to smooth out any unexpected claims
experience year by year.

The group life pool can be established by any organisations for employees of smaller
enterprises under group insurance agreement when no insurer will be interested in offering
group insurance mainly because the number of employees is small. However the premium
rates must be approved and provided by a life insurance company. The pool can offer
group term insurance for death, disability and income replacement when an employee is
unable to work. A company can receive return of a part of premium at the end of each
period either based on the companies experience or based on claims experience of the pool.

The group life pool can offer:

1. group insurance cover when no insurer will cover employees of smaller enterprises at a
competitive price

2. group Insurance cover for all companies or any number of employees

3. affordable financial security for your employees at low cost

4. potential tax free payout to employees' family

5. potential for return of premium as profit if a company or trustee has no claim or the claim
experience of the pool is favourable

Actuary, 8 Duntroon Avenue, Australia
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6. premium freeze option — so you can freeze the amount you pay as premium

7. easy life insurance application — usually no medical tests

8. advance payout of part of the claims to help with funeral, legal and other unexpected
costs

9. Anyone can establish the Pool but premium rates are to be provided by a life insurance
company with appropriate reinsurance arrangement.

Insurance Cover Formulas and Premium:

The employer or trustees can introduce their own formula for calculating amount of
coverage. They can also choose from any of the following benefit or insurance formula. In
modern days the insurance coverage is determined in the light of the total retirement
benefits payable from a fund and the account balance Or reserve for the member. The
insurance coverage is usually arranged to make up the shortfall determined as the
difference between the total benefit payable and the account balance (or reserve) of a
member at the time of calculation. All the formulas below are needs based and is a
reflection of modern day practice.

1 Unitised Cover:

The unitized cover is a formula that offers various amounts of sum insurance by age
attained for a fixed amount premium amount which does not change over time. While the
insurance premium remains level the amount of cover will reduce as the employee’s age
increases. Depending of the amount of required starting sum insurance multiple units of
cover can be arranged. This type of insurance cover formula is quite modern and is suitable
when blending of account balance and insurance cover to a required lump sum is aimed at.
An example of rundown of sum insurance for fixed amount of premium under a unitized
cover is as below:

Death and or TPD Cover amount for each unit of cover

Age at entry (nearest birth day) Death and/or TPD Sum Insurance Taka

Up to age 30 50000

31- 40 41900

41 30800

42 28200

43 25600

44 23100

45 20700

58 5300

59 4800

Under this formula the death benefit will be insurance cover plus account balance.
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2 Sum Insurance = n times of annual salary less account balance:

This type of insurance cover formula is chosen when total defined benefit on retirement or
on other contingencies is multiple of annual salaries (average or final or final average
salary). For example the total benefit payable is 7 times of final average annual salary and
the member has an account balance of AC, then insurance coverage required for the

member equals (7 times of final average annual salary — AC).
3 Sum insurance = x% * Total Service * Annual Salary less account balance :

In order to use this determination, benefit rate (x%) per annum, if not available, will be
required to be estimated or calculated. In this formula the salary rise, increase in account
balance, the annual benefit rate and total expected service to retirement will influence the
amount of sum insurance or insurance cover required.

An employee joins at age 25 and retiring at age 59 is expected to have 34 years of service
or membership. With a benefit rate of 20% will have a retirement benefit of 20%*34*annual
salary at retirement or 6.8 times of annual salary. At retirement the insurance cover is
expected to be nil and any time before the retirement the group insurance cover required
will be (6.8 time of annual Salary (or final or final average) at the time of calculation minus
the account balance AC). This formula can be used for defined benefits retirement schemes
when the account balance will be replaced by reserves build up for a member.

4 Sum Insurance = x% * Future Service * Annual Salary at the time of calculation:

This formula is usually used for accumulation of retirement benefit where x% is
traditionally taken as the total contribution rate paid into the fund or retirement vehicle.
This formula assumes that the accumulated funds will at least be equal to the total
contributions based on current annual salary so that the increase in account balance at least
makes up the amount of sum insurance which may be reduced with the reduction of future
service.

A member with future service of 20 years will have a sum insurance of 4 ( 20% (benefit
rate) * 20 years) times of annual salary and the amount payable on happening of a covered
contingencies at that point of time will be AC1 + 4 times annual salary. (AC1 = Account
balance at 20 years prior to retirement). The formula is suitable for accumulation type of
retirement schemes.

The amount of insurance cover with only 10 years of future service will be 2 (20% * 10
years) times annual salary and the amount payable on happening of a covered
contingencies at that point of time will be AC2 + 2 times annual salary. (AC2 = Account
balance at 10 years prior to retirement). Depending on the investment performance AC2 is
likely to be substantially larger than AC1.
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Some numerical examples to explain the formula (for group life only) are set out below:
An employee aged 45 with a salary of Tk.50000 a month (annual salary= Tk.600000)
Retirement Age: 60 years.

Past Service: 5 Years.

Account Balance: Tk. 50,000

Group Life formula

Group Life

cover amount

Comments

annual salary
less account

balance

reserve. For example
an employee is entitled
to 5 times of annual
salary as defined
benefit and the
insurance cover is 5*
annual salary minus

account balance.

Unitised Any number of units Tk.207,000 Premium remains
Insurance from the table based on fixed and the
cover age and category of amount of cover
employees can be changes with age.
taken. For the example
an employee is entitled The benefit
for 10 units of cover payable will be
from the table in the Tk.207000 +
formula. Tk.50000.
Sum Any number of times of Tk. 295.0000 Premium is based
Insurance = annual salary less on the group life
n times of account balance or premium quoted.

The death benefit
= Insurance cover
plus account
balance. This is an

old style benefit.
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x% * Total X% of total service 20%*20*12* Premium is based
Service * times annual salary 50000 less on the group life
Annual less account balance. account premium quoted.
Salary less X% will depend of balance = The benefit
account category of employee. Tk payable =
balance The example employee 23,50,000 Insurance cover
is entitled for x=20% plus account
times of total service balance or reserve.
(20 years) times
annual Salary
X% of future X% will depend of 20% *15 * Premium is based
service time category of employee. 12*50000 = on the group life
annual The example employee Tk. premium quoted.
salary. 1s entitled for x=20% 18,00,000 The death benefit
times of future service = Insurance cover
times annual Salary. plus account
The benefit payable will balance. This is a
be account balance modern style need
plus insurance cover. based benefit
design.

Profit Commission:

All group life arrangements participating in the pool may be eligible for profit commission.
The profit commission structure can be of many types and the simplest one is the
distribution of profit between pool service provider and the employers participating in the
pool based on the experience of the whole pool.

Example:

Participating employer receives 60% of the profit Pool service provider will receive 40% of the
profit

Profit = 80% of the earned premium less claims paid and payable. Each employers' share = 60% of
(80% of earned premium less claims paid and payable)
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Numerical Example:
Employer A
Number of employees: 10 all aged below 30 years.
Sum Insured per employee= Tk. 100,000 (2 units of death cover from Unitised formula)
Annual Premium = Tk. 300 per employee (assumed)
Total annual premium = Tk.3000 (assumed earned)
The pool has a claim paid and payable for all groups in the pool = 50% of the annual earned premium
Then the profit commission payable to the employer = 60% * 80% *( 3000 - .5%¥3000) = Tk.720

Actual cost of insurance for that year = Tk. (3000 — 720) = Tk 2280. So the cost reduces by 24%
and the net premium per member reduces to Tk.228 instead of tk. 300, the initial premium.

Conclusion:

The article has been prepared in a short notice and I accept the responsibility of any shortcomings
that may appear in this quickly prepared document. In case anyone has any questions you are

welcomed to contact me.

The short paper had in my mind for quite some time and now it is in black and white only to reflect
on the way the group insurance is arranged in Bangladesh and alternative formulas which are more
resource efficient. In developed countries the group insurance is arranged as a part of retirement
benefit funding scheme (Lump sum or pension). A basic benefit is defined under a scheme where
there are accrued assets (or account balance or reserve) referable to a member. The amount of
difference between the accrued assets and the basic benefit defined is covered under group
insurance. The benefits payable in this defined schemes increase with the increased duration of
membership but the insurance coverage required slowly reduces and it results in reduced insurance

cost and greater retirement benefits if the savings are used for increased retirement benefit funding.

In Bangladesh I am not aware of any group insurance scheme which is taken in consideration with
the retirement benefits scheme. The group insurance is usually established as an independent
scheme with no interlinking with retirement benefit scheme. This type of benefit arrangement does
not reflect the needs of the member. When a member grows older the needs for death benefit
reduces and the needs for retirement benefit increases. As the insurance premium increases with the
increase of age the group insurance schemes in isolation is not a sign of efficient use of resources

which could have been used to supplement retirement benefits.
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Takaful at a crossroads k
—— in Bangladesh —
Hassan Scott Odierno, FSA

The World Bank is currently assisting Bangladesh in improving its insurance industry.
This puts Takaful at a crossroad: will Takaful continue to look very similar to traditional
(non-Takaful) products or will Takaful look different and unique? In my mind this is where
we need to show the beauty of not only Takaful, but Bangladeshi Takaful.

There are many markets and product types for Takaful worldwide. Takaful is used for
motor, fire, medical and personal accident coverage in addition to many other types of
general coverage. Takaful is also used to cover Islamic loans and savings products in
addition to other types of family coverage. Where Takaful is weak globally is in the mass
(micro) market. Unfortunately this is precisely where we need Takaful the most in
Bangladesh.

Micro-Takaful has yet to truly take off worldwide. There are several key reasons for this:

* Takaful product structure has tended to look and operate very similar to traditional
insurance. This is fine for some types of Takaful products, but less so for the micro market.

* Agency force has been the main distribution channel for Takaful in many markets. With
agents focused on earning commissions, there is very little incentive for the agent to
venture into the micro market.

* Regulations have not been friendly to micro-Takaful. Succeeding in the micro market
requires innovation and creativity which regulations need to allow for.

* The public has not been very aware of their risk management needs. As awareness of
risk management grows, insurance (and Takaful) penetration will naturally grow.

The whole goal of insurance in general and Takaful in particular is to help the people with
their risk management needs. In Takaful this can be fine-tuned to be people helping people.
In Bangladesh this concept is already well established. In the field of micro finance
Bangladesh is known globally for its innovative methods which truly work to ensure
people are helping people. For instance micro loans in Grameen Bank are not simply given
out to an individual, but rather groups of individuals bond together to guarantee each other.
If one does not pay then the others chip in to pay. This is a Bangladeshi solution which can
work world-wide. There is absolutely no reason Takaful in Bangladesh cannot have the
same reputation, with a unique Bangladeshi solution being used worldwide.

Partner, Actuarial Partners Consulting Sdn Bhd , Malaysia
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Takaful product structures need to have the same look and feel of micro-finance in
Bangladesh, namely people grouping together to help and guarantee each other. One
structure which is being used in markets such as the UK, Australia and the United States is
a discretionary mutual. With such a structure, groups of participants get together to form
risk pools. These participants would not be strangers, but rather be connected in some way,
such as residents of a community, cancer survivors, workers in a particular group of
factories or whatnot. Since the participants are connected in some way the Takaful
coverage can be packaged with other services and benefits, thus turning the discussion
around from the purchase of Takaful on its own to being involved in these other services
and using Takaful as risk management. This will not only change the perception of Takaful
(“since I purchased Takaful I should try hard to make a claim so I don’t lose my money™)
but also teach risk management, a vital skill needed in this market segment.

As the agency force is not well suited to sell this type of product, other distribution
channels will need to be nourished. For instance, the members of a community might get
together to form a pool to help each other if there is a death. The pool might arrange for
the funeral rites at the masjid, arrange for the burial services and quickly spreading the
news of the death of the participant for attending the funeral prayers, and also provide some
amount to the family of the deceased to assist in the immediate costs and arrangements.
This community would not require high commissions to form this pool as the community
itself is the one who will benefit. The Takaful operator will charge a fee for managing the
pool and the remaining amount would completely belong to the community. If there is any
balance (surplus) at the end of the year then this would go back to the community.

This type of structure will require regulations to allow it to exist and grow, and also public
service programs to spread awareness of the need for risk management in our lives. Thus
Bangladesh is at a crossroads for Takaful and has the unique opportunity to take the lead
globally in micro-Takaful. Growing this market segment will also greatly increase
insurance penetration, an indicator of the risk management capabilities of a nation.

For further discussion the author can be contacted while in Bangladesh assisting the World
Bank or at hassan.odierno@actuarialpartners.com or https://www.linkedin.com/in/
hassan-scott-odierno/
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j Bancassurance- A Promising
—  Distribution Channel —

Pradip Sarkar

Bancassurance is a unique concept. It is one of the distribution channels for insurance
companies. It works through partnership arrangement between the Insurance Company and
Bank. The arrangement gives access to Insurance Company to huge readymade client base
of bank to sell them the Insurance Products. In return Banks get Commission for the
products sold through this channel. On the other hand the customers get financial services
under one roof. Hence, the arrangement is the win-win situation for all the three
stakeholders.

Bancassurance was originated in France and spread in Europe rapidly and it is still a
dominating distribution channel in UK, France, Germany, Italy and Spain. In Poland and
Turkey Bacnassurance is likely to grow with fast pace in the coming years.

However, in USA Bancassurance has started only after passing of Gramm-Leach Bliley
Act 1999.

Bancassurance is successfully present in Latin American countries like Mexico, Brazil and
others.

In China presence of Bancassuarnce is relatively low due to the fact that many banks fear
loss of brand reputation by misselling of insurance products as Insurance is beyond their
knowledge domain. But many feel that it is a temporary phase and Bancassurance will gain
sufficient access in near future.

Bancassurance has registered its significant presence in Korea, Singapore, Indonesia and
the Philippines.

In India, ground for Bancassurance was laid down immediately after opening up of the
Insurance Sector. IRDAI, the Indian Insurance Regulator came into existence in 2000 and
the Government of India notification (under Banking Regulation Act) dated August 3rd
2000, given the clearance for the Bancassurance . Notification of IRDA 2002 — Paved way
for Banks to act as Corporate Agents. Since then this distribution channel has grown
significantly. As of now in Indian Banks may work as Corporate Agent of Insurance
Company or as a Broker. In India about 10% of Life Insurance business and 6% of
Non-Life Insurance business are procured through Bancassurance channel.

Principal, College of Insurance, Insurance Institute of India, Kolkata, India.
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In Bangladesh, Banks’ Branches are spread all over the country. The trustworthiness of
Banks in the eyes of general people of Bangladesh and well spread net-work of Bank
across the country are the strong driving points for having partnership arrangement with

the Banks by the Insurance Companies. This will definitely help in spreading Insurance
and increase the penetration level.

However, in general the following factors have mainly led to success of Bancassurance all
over the world-

e

. It offers an additional non-banking profit center for Banks

Requires little or no capital outlay by Bank

It provides one-stop customer service for almost all financial service.
Provides for greater customer lifecycle management.

Diversify and grow revenue base from existing relationships.

Cost effective use of premises

Insurers get access to huge clientele base of Banks

Insurers develop customized products for Banks” Customers

I R R

As Insurer get huge customer base, products become cost effective for those customers.

—
o

. As Bank remains in the forefront in selling process the trustworthiness of bank
prevails over the mistrusts towards Insurance Companies wherever it exist. Of
course this mistrust needs to be improved to run the arrangement successfully.

11. It is the cost efficient new sales channel for Insurer.

There may be various models for Bancassurance. But under present situation the best
model for Bangladesh will be Tie-up model. Under this arrangement there is a tie-up
between a bank and an insurance company and the bank only markets the products of the
insurance company. Except for marketing the products, no other insurance functions are
carried out by the bank. Through this arrangement Insurance Companies will get
immediate access to huge clientele base of Banks whom they can sale their products (life
and non-life). On the other hand Banks will be protected against unforeseen losses to the
assets they have financed. The loanees may also be insured against their lives. In case of
unfortunate and premature death the life Insurance will pay the Life Insured’s dues if any,
to the Banks. Moreover Bank will earn Commission as an agent for selling the Insurance
Products. This is a good amount of Non-Banking Income with almost nil investment for the
participating Banks.
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Though theoretically the Bancassurance appears to be simple but actual implementation
needs to be meticulously planned. The planning should take care of the followings-

1. Generality of the agreement: -

Describing the parties of the agreement, the purpose of agreement with time period and
also terms of renewal.

2. Responsibility of the Banks:-
» How the proposal will be generated and passed on to Insurance Company
» How the premium will be paid to the Insurance Company

» Software integration process if it is to be done. It is always preferable to have
integration of software so that proposals generated in Bank Branches need not be
underwritten through fresh data entry at Insurer’s end

* Marketing efforts by banks

* Procedure for deployment of front desk dedicated manpower by Bank for selling
Insurance Products

* Mis-Report generation and reporting system.

¢ Claim processing assistance

* Grievance redressal method

3. Responsibility of Insurance Company:-

* Collection of proposals

* Policy issuance methods with time frame

* Defining Insurance products and price for selling by banks

* Product trainings to bank officials

* Commission structure and payment timeframe

* Incentive scheme for better achievement.

* (Claim procedures-
(a) Requirement of Documents- Role of Bank in the claim process
(b) Time frame of claim settlement
(c) Claim remittance procedure

* QGrievance Redressal Method
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(4) Other relevant aspects to be mutually decided

There is threat of loss of reputation of Banks if they fail to serve the Bancassurance customers
due to failure or delay on the part of Insurance Companies. Banks employees engaged in
selling Insurance Products will require to answer the queries of the customers. Hence, they
should be trained properly about the products and claim procedure. On the other hand
Insurance Company needs to develop their professionalism to serve the Bancassurance
Underwritings and Claims in transparent and time-bound manner.

In India there was initial resistance by the employees of the Banks to sell the Insurance
Products because they felt that it was beyond their Core activities and outside their domain
knowledge. The same resistance may crop up in Bangladesh too. But this is a temporary
resistance and can easily be overcome by managerial techniques. They should be trained for
Insurance product knowledge, sale technique and initially Insurer should hand hold them to
have a good start. For motivation good performers should be rewarded by way of cash prize
and promotional preferences. However, the most important thing to remove this bottleneck is
to have Bank’s and Insurer’s “Strong Management Closeness and Commitment™ for the
success of the Bancassurance.

At the initial stage simple Life and Non-life insurance products are to be sold through
Bancassurance.

Life products like Endowment Plan, Term plan (particularly for loanees so that in case of
death, Bank’s loan is realized through Insurance payment.), products in relation to Children
Educational Plan / Marriage Plan, Health products as standalone or as rider may be considered.
Non-life products like Personal Accident (Individuals), Stand Alone Health Policy, Motor
Own Damage Policy, Motor Third Party Policy, Fire Policy for Householders and Business
premises and such other simple products may be considered.

As a steps towards financial inclusions in Bangladesh Mobile Banking has gained access
particularly with the young generations. Hence, Bancassurance products should also be
available for selling through Mobile Banking. A good number of Bangladesh young and
educated population are employed abroad. They are economically well-off and they think
about the security and safety of their near and dear ones residing in Bangladesh. As they are
tech-savvy they may like to buy Bancassurance products through Mobile Banking.

The Insurance regulator IDRA has to play its role to promote this Channel by way of
formulating rules and guidelines. They have also to see that there is no misselling through this
channel. They should also monitor that account holders are not forced-sold the Bancassurance
Products against their will or without their knowledge by debiting their accounts.
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Sportsmen's Comprehensive k
Insurance

AKAH Chaudhuri

Introduction: Bangladesh is advancing fast in the arena of sports, both nationally and
internationally. Various types of sports are being played here widely and notable amongst
them are Football, Cricket, Hockey, Golf, Boxing, Wrestling, Volleyball, Seasonal sports
in schools, colleges, universities, Ha-do-do in villages etc. All types of facilities, grants,
donations are also being provided by the present benevolent government, under the
leadership of honourable prime minister Sheikh Hasina, the daughter of great
Bangabandhu Sheikh Mujibur Rahman the father of the nation, for the overall development
of sports in the country. For long it is being felt about a Sportsmen’s Comprehensive
Insurance which should not only cover traditional death & bodily injuries to a player
arising out of a play, but in addition should also cover loss or damage to player’s
equipments and his/her liability to a third party.

In course of plays, it is a constant phenomenon that players are quite often injured whilst at
play, breaking their fingers, hands, legs or any other minor or severe injuries incapacitating
their activities or even leading to unfortunate death. A player may also create liability by
injuring third parties or damaging their properties whilst at play. There is also the question
of loss or damage to player's equipments & tools. But have the insurance companies
specifically thought anything about their financial protection through the mechanism of
insurance? This deficiency has led us to think about introducing some sort of financial
protection, emanating from the aforesaid unforeseen contingencies, specifically for these
sportsmen.

In this paper it is being proposed for a specialised type of policy, specifically for the
sportsmen which will take care of their accidental, death/bodily injuries or permanent total
or partial disablement whilst in course of play or even outside play at any time of day or
night during the policy period. There is also the question of liability being created by these
players to third parties for causing accidental death or bodily injuries or property damage
whilst at play. The question of accidental loss or damage to the insured's equipments
cannot also be ignored, which will find a place in the proposed policy coverage. As the
entire Bangabandhu family (including his sons & daughters) is a sports loving family, it is
thought that introduction of such a policy would be a real gift and honor to the father of the
nation, the great Bangabandhu, on his 100th birthday.

FCII & Chartered Insurer, Adviser, Bangladesh General Insurance Company Limited
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The policy will have the following Salient features:

SI.No.| Identification Policy Features

The policy shall be named as " Sportsmen's Comprehensive

1. | Policy designation
Insurance".

The policy is basically meant for all types of players,
whether professional or unprofessional, of all types of
games, who would like to provide a reasonable amount of
money arising out of his/her accidental death or bodily
injury or disablement as per policy schedule. The policy
shall also take care of the legal liability being created by an
insured player for causing death/bodily injury or property
damage to third party whilst playing in tournaments,
friendly matches, sporting events, warm-up matches, trial
/practice matches etc. Loss or damage to own equipments
and tools are also considered under the policy.

2. Objective

Section I: Own injury: Protection against death/ bodily
injury to the insured player arising from any accidental
means either at play or outside play at any time of day or
night, as per policy schedule.

Section II: Sports Liability: Protection against creation of
legal liability by the insured player arising out of death/bodily
injury and damage to the property of third party whilst at

3 Perils covered/ plays, tournaments friendly matches, sporting events, trial
policy cover: matches, warm-up & practice matches etc, as per policy
schedule.

Section III: Loss/Damage to Equipments: The policy covers
any accidental loss or damage to insured's playing
equipments, tools, apparatus etc. up to Tk. 10,000.00. This
amount may be increased by a proportionate increase of the
relative premium.

(i) The standard sum-insured under Section I shall be Tk.
1,00,000.00, which can be increased by payment of prorata
increase in premium.

(ii) Insured's legal liabilities under Section II shall be limited
to 50% of the sum-insured under Section I. If the sum-
4. | Sum-insured: insured under Section I is chosen for a higher amount, the
liability limit under Section II shall also proportionately
increase.

(iii) Limit of Cover under Section III Tk. 10.000.00.
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The standard premium for all the sections shall

be Tk. 285.00 per year + VAT & stamp duty.

3 Premium: Premium break-up!  Section I Premium Tk. 125.00
Section II Premium Tk. 60.00
Section III Premium Tk. 100.00

1 year. Auto renewal is allowed subject to payment of

6. Policy period: premium.

T Age limit: 16 to 65 years.

8. Schedule of Benefit:
(a) Section I: Own injury benefit:

Nature of Injury:

A. Death Tk. 1,00,000.00 (Capital sum)
B. Permanent total Disablement Tk. 1,00,000.00 (Capital sum)
Capital sums in accordance with the following scale or percentages

1. Permanent total loss of sight of both eyes 100%
2. Total loss or permanent total loss of use of two limbs 100%
3. Total loss or permanent total loss of use of right arm T5%
4. Total loss or permanent total loss of use of left arm 60%
5. Total loss or permanent total loss of use of right fore arm 65%
6. Total loss or permanent total loss of use of left fore arm 55%
7. Total loss or permanent total loss of use of right hand 60%
8. Total loss or permanent total loss of use of left hand 50%
9. Total loss or permanent total loss of use of one thigh 60%
10. Total loss or permanent total loss of use of one leg or below the knee 50%
11. Total loss or permanent total loss of use of foot 40%
12. Permanent total loss of sight of the one eye 50%
13. Permanent total deafness in two ears 50%
14. Permanent total deafness in one ear 15%
15. Total loss or permanent total loss of use of thumb on right hand 25%
16. Total loss or permanent total loss of use of thumb on left hand 20%
17. Total loss or permanent total loss of use of index finger on right hand 20%
18. Total loss or permanent total loss of use of index finger on left hand 15%
19. Total loss or permanent total loss of use of middle finger on right hand 12%
20. Total loss or permanent total loss of use of middle finger on left hand 10%
21. Total loss or permanent total loss of use of third (ring) finger on right hand 10%
22. Total loss or permanent total loss of use of third (ring) finger on left hand 8%
23. Total loss or permanent total loss of use of little finger on right hand 8%
24. Total loss or permanent total loss of use of little finger on left hand 6%
25. Total loss or permanent total loss of use of big toe 5%
26. Total loss or permanent total loss of use of any other toe 3%

C. Temporary total disablement a weekly benefit of 0.60% per week} for a period

D. Temporary Partial disablement a weekly benefit of 0.20% per week } not exceeding
52 Weeks.
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(b) Section II : Sports Liability benefit:

Legal liability of the insured as per "Sports Liability Cover" under Section II of the policy
shall be limited to Tk. 50,000.00. This will proportionately increase with the increase of
the sum insured under Section I.

(c) Section III: Loss/ Damage to Equipments:
The policy covers any accidental loss or damage to insured's playing equipments, tools,

apparatus etc. up to Tk. 10,000.00. This amount may be increased by a proportionate
increase of the relative premium.

To popularise this insurance the policy envisages simple
claims procedure. On the happening of a loss the insured

shall:
9. Simple Claims (a) Inform the insurance company
Procedure: (b) Submit Claim Forms

(c) Submit Medical report, GD/FIR copy

(d) Submit the postmortem report (incase of accidental death)

(e) Succession Certificate (in case of death), unless
nomination made.

Policy may be taken individually, or collectively by a club
or organisation for their designated or all members in which
case a premium reduction (say 10%) is envisaged.

10. Choice

Before introducing the policy in the market, it would need prior approval of Insurance
Development and Regulatory Authority (IDRA). This type of comprehensive policy is not
yet in operation in Bangladesh and I have reasons to believe that this policy will be widely
accepted by all those who are engaged in various types of sports, but running the risk of self

injury and creation of liability to third party.

If this Insurance is accepted by IDRA, I feel that this policy would be a best gift on the
100th Birth Anniversary of the Father of the Nation Bangabandhu Sheikh Mujibur Rahman
and then this Insurance Policy may be dedicated in Bangabandhu’s name and entitled as
"Bangabandhu Sportsmen's Comprehensive Insurance" with the approval of the concerned

authority.
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j How to Innovate Your k
— Way into Microinsurance —
Best Opdebeeck

Bert Opdebeeck is the founder of Microinsurance Master, the sector’s first accelerator
programme, that helps microinsurance to build more and better solutions for the
low- income communties they serve.

There are 79 insurers in Bangladesh battling to serve the country’s upper-income classes,
leading to bitter competition Yet, there are about 40 million citizens, that have hardly any
form of insurance.

The upper-income market segment is a true Red Ocean, as described in the Blue Ocean
Strategy by W. Chan Kim and Renée Mauborgne:

"industry boundaries are defined and accepted, and the competitive rules of the game are
known. Here companies try to outperform their rivals to grab a greater share of product or
service demand. As the market space gets crowded, prospects for profits and growth are
reduced.”

The low-income communities in Bangladesh, and in all other emerging economies are
under- or uninsured. That’s the perfect Blue Ocean:

“an unknown market space, mostly untainted by competition.”

The Bangladeshi insurance market is far from atypical. Recent research pointed to the huge
untapped demand for microinsurance in Ethiopia and Zambia.

Courtesy by : Bangladesh Insurance Association (BIA)
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Inclusive insurance is reaching an increasing number of low-income communities but
these numbers pale in comparison against the potential of three billion people who could
benefit from microinsurance cover.

Insurers in emerging economies aren't short-sighted

Serving emerging consumers is a business of doing good. And, if done well, it is also good
for the bottom line of the business.

And insurers in emerging economies can literally see the opportunity every day on their
commute to work.

Insurers not short sighted. They recognise that they are almost exclusively serving middle
and upper-class segments of the population. Most are keen to tap into this Blue Ocean of
microinsurance to serve and grow with these emerging consumers.

So, if insurers generally recognise this potential, why aren't we seeing a more concerted
involvement and eagerness to develop microinsurance?

There are many hurdles. Challenges outside or on the outskirts of the insurer's influence
include the need for adopted regulation, lack of insurance education, and the lack of effec-
tive and efficient distribution channels.
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j Need for Ethical Practice and code of
— Conduct for Insurance Business —

A.B.M. Nurul Haq
Introduction

Of late, the word ‘Ethics’ is a much talked about word, the violation of which has brought
all pervasive dangerous consequences in our personal, social and economical lives.
Therefore, the need for ethical practice has become all the more important in the present
context of our national life.

Definition of Ethics

Ethics has been defined in different ways by different writers. Professor A.B.M Akhtarul
Haq in his book, Essence of Ethics writes about ethics as follows:

“Ethics can be defined as a science that appreciates human conduct in the light of the moral
idea. The English word ‘Ethics’ is derived from the Greek word ‘ethica’ meaning matters
pertaining to ‘ethos’ or ‘character’ that is, the manners, customs and habits of men.
Similarly, the word ‘moralia’ meaning things pertaining to the ‘more’ or our manners,
customs and habits. The etymological meaning of ‘Ethics’ or the science of morality
suggests that it is a science that deals with the manners, customs and habits of men. The
nature of our manners, customer and habits are determined by our conduct or self-willed
activities. Ethics then, is the science of human conduct.”

From the above discussion, it will be evident that ethics devolves around voluntary
activities of human being. If we analyze our activities, we will find that some of our
activities are voluntary while others non-voluntary. Therefore, our all activities can be
divided into two main divisions, i.e. voluntary and non-voluntary. If anyone does a thing at
his own will or according to his own choice, that is called a voluntary or self-willed activity.

This self-willed activity can be right or wrong, good or bad, legal or illegal. As for example,
if anyone helps a blind person to cross the road, it is ones’ good work done voluntarily.
Again if anyone steals the goods of another, it is one’s bad work done voluntarily.

Conversely, if any one is forced to perform an activity, it is one’s non-voluntary activity.
Thus, if a policeman is asked to catch the thief dead or alive and subsequently in the
encounter if he kills the thief, it is his non-voluntary activity. In ethics, we are concerned
with voluntary activities of human beings.

Here, we shall discuss the unethical practices being conducted by the stakeholders in the
insurance sector.

Senior Consultant, Global Insurance Limited

S08 | SN &SI AT AT 020




‘mlzlsl.'—lﬂ.

Az
Unethical Scenario in Insurance Sector

Insurance business is regulated by acts, rules and regulations enacted by Government. In
our country Insurance Act, 2010 and Insurance Rules thereof are in vogue to regulate
insurance business. Any violation of the provisions of acts, rules and regulations are bound
to create chaos leading to dire consequences in the market. And, if such violation is done
voluntarily then it becomes an ethical problem on the part of those who are involved in
such activities. Some of the unethical practices which are prevalent in our insurance
market, particularly in general insurance business, are explained bellow:

Firstly, our insurance market is a tariff market. There is hardly any scope to compete on
rates. There is a Central Rating Committee, under Insurance Development and Regulatory
Authority (IDRA) to formulate premium rates, streamline policy terms and conditions, to
guard against any anomaly and undercut of rates in the market.

In the absence of opportunity to compete on rates, the companies have landed into an
unhealthy competition on discounting or socalled commission. There is a mad race in the
market on this count. The bad effect of such discounting is that the benefits are being
enjoyed by the middlemen at the cost of the clients and the company.

Secondly, another drawback is credit business, specially in the case of marine insurance
business. Legally insurance premium is to be paid in advance and risk shall commence
only on payment of the requisite premium.

Sub section 1(3) of section 18- Rules, regulating the collection of premium stipulates as
follows:

“No insurer shall share any risk of non-life insurance business in Bangladesh unless the
premium payable or such part thereof as may be prescribed by the rule is received by him
or any assurance is given to pay the premium by such person by such procedure or within
the time prescribed”.

But in the face of stiff competition amongst the companies, cover notes are being issued on
credit as a result of which a portion of such premiums remain unrealised.

Consequences of Unethical Practice

The above and many other bad practices currently prevailing in the insurance market of
Bangladesh have been eating up the vitality of the insurance sector. Allowing higher rates
of discount, doing business on credit resulting into uncontrolled management expenses
naturally tell upon the financial strength of the companies. Insurance companies act as
trustees for policyholders. The financial strength of the companies must be sufficient to
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pa all claims and also to discharge all outstanding liabilities. Besides, adequate reserve
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must be held to meet unforeseen fluctuations or unknown liabilities and the size of this
reserve will vary with the volume of business written and the type of business booked.

Insurance sector has a definite role to play both in the economy and social arena of a
country. But, a weak sector infested by various anomalies and malpractices can't fulfil this
vital role, Besides, the policyholders who pay the premium in time to buy insurance
protection and also don’t avail undue discounting privilege are unduly penalized. This is
unfair and unethical.

Robert J. Kiln in his article "The development of healthy insurance market in the third
world", opined,

"I make the assumption that a healthy insurance market means a dynamic market capable
of doing more than providing a steady home for the existing business of the country”.

In nutshell, free and fair competition' financial soundness of the companies, spread of
business, superior technical know-how, quality and quantity of people serving the industry
and above all appropriate state supervision are the pre-requisites of a healthy insurance
market devoid of unethical practices. It is doubtful whether the insurance industry as it
exists in Bangladesh can satisfy these criteria.

Need for Ethical Practice

At this stage, we may dwell on a point as to why the question regarding the "Need for
Ethical Practice and Code of Conduct for Insurance Business" has come up. There are acts,
rules and regulations and you just abide by those rules of law and things will be set right.
The law can be defined as a set of rules, established by society, to govern behavior within
that society.

Any contravention of law is immoral and hence it follows that to uphold the legal bindings
high moral standard' on the part of those who are involved in the deal, is required.

Regulatory Body

In the case of institutions to abide by the legal requirements, the role of regulatory body can
hardly be overemphasized. The regulatory body is responsible to oversee so that the
insurance companies conduct their affairs as per rules and regulations and any violation is
strictly dealt with. The example of Lloyds' may be cited here. At Lloyd's these sorts of
problems rare met by "a strict control over the financial stability of insurers and the audit
of their underwriting accounts so that if they write business at uneconomic terms, or terms
which may turn out to be uneconomic, then the audit will show it quickly and if it does,
they must provide additional finance at once or they will be stopped from continuing to
write business".
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Professional Ethics

Professional ethics and corporate culture play a vital role in an organization. From the top
executive down to the lower cadre of an organization should be committed to maintain certain
ethical standard. Since the establishment of private companies in Bangladesh, there has been a
conflict between the entrepreneurs and professionals. The entrepreneurs are yet to find out
what should be the right role for them to play.

The people with whom the entrepreneurs have to work in close co-operation are the managers
to whom they have to delegate the authority to oversee the ongoing efficiency of business.

Moral Behavior

Moral sense is inborn in man and through the ages it has served as the common man’s standard
of moral behavior, approving certain qualities and disapproving others’ While this instinctive
faculty may vary form person to person, human conscience has given a more or less uniform
verdict in favour of certain moral qualities as being good and declared certain others as bad. A
society is looked upon as worthy of honour and-respect which possesses the virtues of
discipline, integrity' fellow feelings and has established a social order based on justice,
morality and equality of men.

Introducing Code of Conduct

Introduction of a Code of Conduct and strict compliance of the same is required in a healthy
market. In order to salvage the insurance industry from present chaotic condition, a Code of
Conduct may be helpful. A Code to set standards to fair competition, to avoid undercut in rates
and high rebating, to bring about professionalism etc. may ensure better results through
self-motivated implementation of the same.

Lastly, thanks to Insurance Development and Regulatory Authority (IDRA) as they have
already started regulating the insurance market very strictly and a set of instructions have been
issued, the result of which will bring positive improvement.

Ensuring timely delivery is a core competence of an insurance company. This creates
sustainable competitive advantage for a company. It is a deep proficiency and requires
coordination of several departments and sections. It allow insurance companies to differentiate
them from others and set strategies that unify the entire organization. In order to ensure timely
delivery of services by an insurance company, all the departmental and sectional heads need to
understand how customer’s value is created through unique capabilities of the company. Then
it is necessary to develop unique capabilities and qualities that are difficult for competitors to
copy. Insurance companies may create a strategic roadmap that sets goals and yardsticks for
competence building. Core competency be developed in the areas of product development,
distribution, underwriting, claims management, risk management and so on.
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j How to Enhance Customer’s
— Protection in Insurance Sector —

Kazi Md. Mortuza Ali

Insurance represents a tool of prime importance in modern economies. It enables the
insured’s to reduce and better manage their risk exposures. The basic feature of an
insurance contract is that the insured buys a future promise of payment contingent upon the
occurrence of specified events. This means the insured pays his consideration at the very
beginning of the contract. But before the insurer is called to “perform its part,” the security
profile of the insurer may have changed with time. Therefore, the long-term reliability of
an insurance company must be beyond doubt. This has led the regulatory authority to enact
regulations aimed at securing the long-term reliability of insurers. The concern for
consumer protection has expanded the scope of insurance supervisory body and, therefore,
greater consideration may be given to insurance consumers protection measures. The
measures may be summarized as follows:

(a) Increased standards for capital and solvency requirements.

(b) Prudent investment and reserving rules.

(c) Establishment of an effective information system

(d) Improvement of market transparency

(e) Providing all relevant information to insurance consumers

(f) Entertaining insurance customer’s complaints.

Supervisory body need to frame rules/regulation, guidelines to ensure customer protection
measures. Strong commitment, integrity and honesty are essential qualities for all positions
within the insurance industry. Further, to keep up with the times, on-going training and

retraining of key personnel are a necessity. A properly performing insurance industry is not
only beneficial to consumers but also the economy as a whole.

The Government regulatory body needs to ensure that the insurance companies adhere to
the basic rules and ethics of business, which appears to be lacking.

Executives of private insurance company feel that their professional background,
education and training in marketing is of little use in the company. This is simply because
the present day unhealthy competition has led to unethical rebating practices. It is an
open-secret that the bank officials are actively involved in channelizing the risks of their
clients. It is alleged that there are gross violations of business norms and rules in respect

Director General, Bangladesh Institute for Professional Development (BIPD)
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of collection of premium, documentations, payment of commissions etc. The professionals

should realize that the unethical practices and untoward business tactics should be halted
once for all for bringing about the desired discipline in the insurance industry.

Insurance and or Takaful is a community based business, whereby the policyholders
contribute to a common fund and those who suffer losses are paid from that fund. This
makes insurance a method of cooperation amongst the policyholders. Insurers are the
custodians of policyholder’s money and they are supposed to protect best interest of the
policyholders. Insurers need to treat their customers fairly and friendly and at the same
time must provide the services timely.

Insurers need to be transparent and disclose/clarify all terms and conditions of insurance
contract to policyholders. For this, the insurers need to recruit capable and trained people
in the sales force and competent and committed people in desk. Training of sales force is
required before they are recruited and training be made compulsory not only for agents but
also for employer of agents at least once annually. This is necessary to upgrade the sales
force constantly with knowledge and behavior. Sales forces who are involved in unethical
practices be retrenched immediately with exemplary punishments. The retrenched people
be barred for recruitment by any insurance company. Premium or contribution should be
adequate but not that much excessive which permit the insurers to allow underhand rebate.

How to build trust?

Insurance is essentially a business of trust between the insurer and the insured. This trust
can not be developed, if insurers rely mostly on commission centric approach for business
development in life insurance and unethical underhand rebate in non-life insurance. The
only way insurers can build trust and confidence is through customer centricity. This has
to be built into the culture of every employee of an insurance company. This has to be
reflected in the day to day servicing of the policies, in meeting policyholder’s grievances,
in the settlement of claims, in pricing the product, in the observance of business ethics and
in the behavior and attitude of insurance agents.

Customer service is an attitude, a culture and a collective way of providing best service and
addressing customer grievances speedily. An insurance sales agent has to explain the
features and benefits of the product and its conditions, warranties, restrictions to the
prospective and existing policy holders. Honesty and integrity are important hallmarks of
an insurance sales person. Salesmen need to be taught continuously how to deal with
policyholders by keeping constantly in touch with them, to know their feeling, need and
grievances. Policyholders be kept satisfied for all the time. Even if they are unsatisfied,
they become the greatest source of learning.
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How to meet Policyholders expectations?

Living up to the expectations of policyholders and timely delivery of services to insurance
customers are the hallmarks of good governance. This is necessary to ensure accountability
and transparency in functioning of organizations dealing with services to people. Insurance
industry is essentially a service industry where expectations of policyholders are ever
increasing toward quality of products. Besides, continuous awareness programs to
safeguard the interest of policyholders towards timely receipt of services, it is necessary to
codify time limit in every phase of dealing with customers. Appropriate use of information
technology can ensure timely delivery of service to the policyholders while helping
towards orderly growth of insurance business.

Ensuring timely delivery is a core competence of an insurance company. This creates
sustainable competitive advantage for a company. It is a deep proficiency and requires
coordination of several departments and sections. It allow insurance companies to
differentiate them from others and set strategies that unify the entire organization. In order
to ensure timely delivery of services by an insurance company, all the departmental and
sectional heads need to understand how customer’s value is created through unique
capabilities of the company. Then it is necessary to develop unique capabilities and
qualities that are difficult for competitors to copy. Insurance companies may create a
strategic roadmap that sets goals and yardsticks for competence building. Core competency
be developed in the areas of product development, distribution, underwriting, claims
management, risk management and so on.
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Impact of Ageing in Life

— Insurance Operation —k

Jamal Mohammed Abu Naser

Ageing population in Bangladesh is more than 7.4% of total population, i.e. about 12.04
million population. It will be 22% and 44.50 million at 2050. Normally aged population
has been considered the people who already cross the age of 60 years.

The global population aged 60 years or over numbered 962 million in 2017, more than
twice as large as in 1980 when there were 382 million older persons worldwide. The
number of older persons is expected to double again by 2050, when it is projected to reach
nearly 2.1 billion.

A former U.S. secretary Pete Peterson earlier voiced his concern about growing ageing
problem in the following words

“Global aging will become not just the transcendent economic issue of the 21st century, but
the transcendent political issue as well.”

Worldwide people now live longer years than before as if to prove the maxim ‘Low fertility
causes low mortality’

Life expectancy over the last four decades increased by 4 years in Bangladesh in average
in each decade, which stood at about 73 years in the year 2018.

Life expectancy in years

Decade
Bangladesh India Pakistan
1990 5947 58.35 60.77
2000 65.32 62.58 63.16
70.20

Source: World Bank Facts Book

Major vulnerabilities of people as they grow older (past age 60 years) are : lack of social
dignity, economic crisis, accommodation problem, illness, failing health, physical assault,
mobility problem, emotional vulnerability recreation problem, family burden and so for

CEO, National Life Insurance Company Limited.
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the elderly People need economic support including food, cloths, medical care, housing, as
well as cultural support.

Elderly people suffer from multiple health problems; e.g., weakness dementia, loneliness,
tiredness, tooth problem, hearing problem, vision problem, body ache, lower backache,
rheumatic pain and stiffness in joint, pronged cough, breathlessness, bronchial, asthma,
high blood pressure, chest pain, disability, allergy, and curse of social isolation. These
problems do not affect all elders in the same way. Different people begin to show
symptoms of some of these (not all) problems appearing at different ages. The problems
tend to aggravate as age advances.

The Constitution of Bangladesh recognizing the rights of elderly people. Old age
allowance introduced in Bangladesh to ensure socio-economic development and social
security for the elderly; increased dignity of elderly within family and community are all in
keeping with the spirit of the constitution. The allowances are meant for strengthening of
mental health through grant for Medicare and providing for nutritional support for elderly
people. The Govt. of Bangladesh provides pension facilities to ensure social and economic
security in old age for retired government employees. Bangladesh has also introduced
Program Implementation Plan for protecting old age health and ensuring health care. This
program aims to provide efficient and sustainable health service delivery and management
system with skilled and special emphasis on the development of a sustained health system
and improved and responsive efficient human resources.

The Parents' Care Act, 2013 of Bangladesh, a law to ensure social security of the senior
citizens, compels the children to take good care of their parents. According to the law, the
children will have to take necessary steps to look after their parents and provide them with
food and shelter. Each of the children will have to pay 10% of their total income regularly
to their parents if they do not live with their parents. Moreover, children will have to meet
their parents regularly if they live in separate residences. Furthermore, under no
circumstances are children allowed to send their parents in old homes beyond their wishes.
The law also allows aggrieved parents to file cases against their children if they decline to
support them. A first class magistrate court will settle issues related to the violation of the
law. But many of above laws have not been fully functioning yet.

Many elderly welfare organizations work for elderly people and elderly people also get
involved with these welfare organizations for elderly people.

There are many other initiatives taken by government and NGOs and social organizations
for elderly. But all taken together are not enough to cover the whole elderly population of
Bangladesh.
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Preparing for the economic and social shifts associated with an ageing population
is essential to ensure progress towards the achievement of the Sustainable Development

Goals (SDGs) included in the 2030 Agenda for Sustainable Development. The impacts
of ageing upon economic development are

(1) Decrease of labour input
(i) Decline of domestic saving ratio
(iii) Increase in medical expenditure

(iv) Increase of the pension burden etc. and

They in turn have adverse impact in the form of additional pressure on public finances,
companies and households ultimately resulting in slower economic growth.

The Ageing Problem for Life Insurance caused by

a) Increases in life expectancy and b) Low fertility rates have long-term implications in
matter of longevity issues reflected in the new and complicated insurance products catering
to needs of old ages.

With improvement in the longevity there is a need for shift in underwriting rules, specially
requirement for acceptance of sub-standard risks through any or a combination of the
following alternatives needs to be recast.

(i) Increasing premium (loading)
(ii) Decrease in death benefits (lien)
(iii) Change in class and period of assurance

(iv) Postponement of risk

The numerical method of underwriting will also need to be reviewed in the light of updated
findings.

Other than individual pension product or occupational pension scheme for govt. and corporate
employee, innovational products like critical health insurance (CI), deferred annuity product,
whole life endowment, insurance-linked securities, longevity bonds or specialized annuity
product may also be offered to cope the ageing problem. Alternative risk management
technique may be applied to minimize related risk associated with ageing.

Further, the assessment has to take into consideration the changed age scenario and overall
improvement in the health-care system, improved economic conditions and greater
consciousness of the people regarding availability of health-care facilities.

Previously unknown, the ageing problem due to lengthening lifespan and dropping fertility
during last four decade generating demographic shift process and complex challenges in
Bangladesh Society need to be addressed without any further delay requiring innovation in
health, insurance, fiscal and social polices.
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Prospects and Activities of Micro Insurance of
— Non-life Insurance Organization in Bangladesh _—

Farzanah Chowdhury
Bangladesh context of Non-Life Insurance:

With the aim of reforming insurance industry, Father of the Nation Bangabandhu Sheikh
Mujibur Rahman established the Sadharan Bima Corporation (SBC) and Jibon Bima
Corporation (JBC) in 1973. There are 46 non-life insurance and 33 Life insurance
organizations currently serving in Bangladesh, of which Sadharan Bima Corporation
(SBC) is the only non-life insurance organization and Jibon Bima Corporation (JBC) only
life insurance organization in the public sector. Non-life insurance sector is playing a vital
role in the economy of Bangladesh. The premium earned in the non-life insurance sector
was Tk 29,814.29 million in 2017 and the premium earned in the 2018 was Tk 33907.93
million, the growth rate of 13.73 percent. The Annual Report of the Insurance
Development and Regulatory Authority states that the contribution of non-life insurance
sector to the economy in 2017 is only 0.05% (penetration rate) which is very low for a
country's economy. According to data from the global insurance market trends Study
2016, the non-life insurance sector in the developed countries is close to 4% i.e. United
States-6.2%, Canada-3.8%, United Kingdom- 2.8%, Japan- 2.1%, Spain- 3.0%. In the last
few decades, forty six non-life insurance organizations, including Sadharan Bima
Corporation (SBC), introduced various micro insurance policies in addition to insurance in
Marine insurance, Fire insurance, Motor insurance and Miscellaneous insurance sectors.
Sadharan Bima Corporation (SBC) introduces cattle insurance, Peoples Personal Accident
insurance and crop insurance as the first inclusive insurance or micro insurance policy.

For the purpose of promoting micro insurance or micro insurance, it is stated in section 6
of "Insurance Act 2010" -

“6. Insurance business in rural or social sector.- Every insurer shall, after this Act comes
into force, undertake such percentages of life insurance business and non-life insurance
business in the rural or social sector as may be specified, through Gazete notification, by
the Authority.”®

Literature review:

The inclusive insurance sector has grown tremendously in the last decade. According to the

Chartered Insurer, CEO Green Delta Insurance Co. Ltd.
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Munich Re Foundation, there are currently around 300 million low-income people
receiving inclusive insurance services. Micro Insurance NetWork (MIN) reports that about

70% of insurers (individuals) in Asia receive microfinance insurance services. For
historical reasons, micro insurance has spread in India and West Africa.

Researchers author Justin says that 10 million people have been displaced between 1970
and 2005 due to natural disasters, such as long-term or frequent floods, heavy rains and ice
pellets. Crop Insurance is playing a vital role and is becoming popular in disaster-prone
countries like Bangladesh for sustainable development and climate risk management by
combating natural disasters.

According to the World Bank data, Bangladesh has 7.5 million hectares (18.5 million
acres) of agricultural land. Every year, river erosion, urbanization and population growth
are decreasing by 1% agricultural land. The agricultural production of this country depends
on the nature. Various natural disasters such as floods, droughts, rains, storms, hail, and
insect attacks affect agricultural production. For this reason, the agricultural production
system and the peasant family are facing financial tragedy. This huge risk can be mitigated
under inclusive insurance or micro insurance.

Inclusive insurance or micro insurance:

Insurance is a contract under which an insurer (person), in the event of financial loss due
to a pre-determined accident or risk, in return for the premium, the insured will pay

compensation for the loss.
Inclusive insurance or micro insurance is a special type of insurance contract.

Before understanding micro insurance, we need to know the different approaches to the
term micro. First, the economic viability of a person is a key feature of the micro insurance
situation, that is, the main objective of micro insurance is to bring low-income people and
financially marginalized people to the insurance service in developing countries. Second,
the micro insurance product is offered in limited form in exchange for a low insurance
premium. Thirdly, micro insurance schemes are created and operated on a limited basis in
certain processes.

Churchill (2006, 12-13) defines micro insurance as follows: “Micro insurance is the

protection of low-income people against specific perils in exchange for regular premium

payments proportionate to the likelihood and cost of the risk involved.”®

15th International Micro Insurance Conference 2019:

Bangladesh Insurance Association (BIA), Munich-Ri Foundation and Micro Insurance
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Network (MIN) jointly organized "15th International Micro Insurance Conference 2019"
with the theme "Combating Climate Risk" in Bangladesh on November 5-7. Either.
Bangladesh's Prime Minister Sheikh Hasina, Daughter of Father of the Nation Bangabandhu
Sheikh Mujibur Rahman, inaugurated the conference and also profoundly announced she
is one of the family members of Insurance.

Prospects of Bangladesh in micro insurance:

Health Insurance: Sadharan Bima Corporation (SBC) introduced Peoples Personal
Accident insurance policy as inclusive health insurance in 1977 at first. This health
insurance policy was introduced under micro insurance to ensure the health care of the
working as well as low income people between the ages of 16 to 70. The Peoples Personal
Accident insurance policy covers maximum BDT. 1,00,000.00 (1.00 Lakh) with Premium
Tk. 69.00 only (including VAT). It indemnifies the insured for death, total or permanent
disablement from any bodily injury resulting solely and directly accidental caused by
outward, violent and visible means.

The Government of the People's Republic of Bangladesh has taken initiatives to introduce
other financial protection programs, including social safety net program, to ensure public
health services as part of the Health Sector Financing Strategy (2012-2012). In view of
this, a draft of the Health Protection Act was drafted in 2014.

The Ministry of Finance has taken a distinct initiative for compulsory insurance for
migrant workers to protect the living standards. Employees will get the benefit of having
an insurance policy of Tk 2.00 lakh with a premium of only Tk 490.00 for two years. It was
formally inaugurated by Prime Minister Sheikh Hasina on December 19, 2019. It will be
launched in full swing from January. Initially, the implementation of this insurance will be
done by the state-owned Jibon Bima Corporation.

Under the joint management of the Ministry of Health and Green Delta Insurance Company
Ltd., health insurance activities have been undertaken a pilot project in Tangail district to
provide health services to the doorsteps of the mass public.

Various NGOs Their services provide health care to their beneficiaries under the
micro-credit program. Ghassful and MiVick provide their borrowers with health services
under the Health Insurance Program under micro-credit program. SNV Netherlands also
provides health services to garment workers through health insurance activities under
Micro Insurance program. Grameenphone arranges health care to their subscribers through
a health insurance program called "Tonic". However, according to insurance experts, Various
NGOs provide their micro-credit services with insurance are against the insurance law.
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In section 8 (1) of "Insurance Act 20", the institution conducting the health insurance
business is specified as follows:

"3- (1) Perform and enforce a contract for the non-accidental death or death of a person
under accidental death or death by a registered insurer for conducting non-life insurance
business with conditions of payment Shall be treated as an insurance contract. "

45 non-life insurance companies and Sadharan Bima Corporation (SBC) are offering very
attractive Peoples Personal Accident insurance policy. They can use technological
platform for reaching this policy easily. Mobile wallet could be the technological platforms
for reaching mass people with this Peoples Personal Accident insurance policy.

Crop Insurance: Bangladesh is mainly a major agricultural country which is financially

disadvantaged by recurring catastrophic disasters such as floods, droughts, tides, and
cyclones.

Bangladesh is a south Asian agriculture based countries with 160 million people. Hence, It
is mainly a major agricultural country but financially disadvantaged by recurring
catastrophic disasters such as floods, droughts, tides, and cyclones.

The World Risk Report 2015 identified Bangladesh is the sixth most natural disaster-prone
country among 173 countries of the world. It is found that 24.44% household are affected
by flood, 15.10% are cyclone-affected households, 10.59% are affected by thunderstorm,
10.49% are affected by drought, 9.84% are affected by water logging, 8.42% are by
hailstorm, 6.13% are storm/tidal surge affected households respectively. Most of these
losses occur to agriculture, which employs around 44 percent of the labor force and
accounts for 20 percent of gross domestic product (BBS 2010). Moreover, low average
farm size and high incidence of rural poverty in Bangladesh necessitate the optimal
management and utilization of the available land especially in response to a disaster. Due
to natural disasters, the rural poor are particularly financially disadvantaged in rural
poverty which can be eased through optimal management i.e. micro insurance or micro

insurance.

The Agriculture sector is likely to be affected most due to extreme weather events like
cyclone, flood or drought. So, the farmers are always at risk of disaster.

Sadharan Bima Corporation (SBC) introduced the first crop insurance in 1977 for transfer
the disaster risk from farmers to Insurance Cooperative mechanism in 18 Thana of 19
districts. SBC issued 2,376 crop insurance policies from 1977 to 1995 in that phase. The
results of the Crop Insurance Pilot Project project are as follows:
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Subject Result
Number of policies 2376policies
Beneficiary farmers 18,782 farmers
The beneficiary land under the insurance amounted 23,794.43 Bigha
Total Sum Insured Tk. 11,05,20,277.40
Total premium received Tk. 39,62,337.15
Total claim amount Tk. 1,97,68,802.84
Loss Ratio 498%

Later, the Asian Development Bank (ADB and Japan Fund for Poverty Reduction (JFPR)
-Assistance for People's Republic of Bangladesh, in collaboration with the Ministry of
Finance, funded in Weather Index-based Crop Insurance for the climate change and
disaster weather in agriculture through a joint grant fund. Sadharan Bima Corporation
(SBC) and Bangladesh Meteorological Department (BMD) was conducted this Weather
index-based crop insurance Pilot Project in Bangladesh using modern technology to
protect families especially from small farming families.

The Weather Index-based Crop Insurance Pilot Project provides insurance services
primarily to mitigate financial loss against crop losses, such as floods, droughts, cyclones,
storm and salt water infiltration.

The following are the results obtained from the Pilot Project based on the weather index:

Subject Result
Automated Weather Station 21 Weather Station
The number of pilots 06 Pilot
The beneficiary farmers are 9,096 farmers
The beneficiary land under the insurance amount 8,876 Blgha
The total premium received 51,36,754.00
The total claim amount 53,46,154.00
The amount of subsidy 21,97,065.00

Crop insurance facilities without government subsidies are an impossible task in poor
countries. This insurance is not attractive at all in case financial viability for insurance
organizations. The main reason for is financially disadvantaged over the years due to
extensive crop loss due to natural disaster. Therefore, in the developing countries of the
world, crop insurance systems are usually taken by government itself.
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It is not possible for the poor farmers to afford crop insurance with sufficient premium.
Therefore, the government has to take an initiative to provide financial assistance to

farmers by launching the crop insurance system based on the information received from the
Pilot Project based on the weather index.

Government of Bangladesh is closely observing the losses of farmer due to desuster and
allocated subsidies 9000 crore taka for the promotion of Agriculture In 2017-18 economic
years. If 40% of Government subsidy amount 3600 crore taka could be used in the
Insurance Scheme for promoting Agriculture sector that will mitigate the sorrow of our
almost 159 million farmers. (Calculation- Appendix -1)

Crop Insurance for Tea Crop: There are currently 166 commercial tea estates in
Bangladesh, some of which are the largest operational tea gardens in the world. The
industry produces about 3% of the world's tea production, and provides employment to 4
million people.

Tea is grown in the northern and eastern districts of Bangladesh; Highlands, warm
climates, humid and very rain-prone areas create an enabling environment for high quality
tea production. There are also some highlands tea gardens in Panchagarh district.

Various natural disasters such as drought and insect invasion, hail rains, tornadoes,
mountain collapses, rainfall, agricultural production are affected. Tea industry is at financial
risk for these risks. Including inclusive insurance is required to mitigate this huge risk.

The state-owned non-life insurance organizations may launch an initiative to introduce
crop insurance for technology-based tea gardens to create digital Bangladesh.

Cattle Insurance: In 1981 the first Sadharan Bima Corporation introduced cattle insurance.
691 cattle insurances were issued From 1981 to 2008 with total sum insured was Tk.
11,32,51,880.00. Under this scheme, total of 1,225 cattle are covered by insurance services.
Against the 145 insurance claim Tk. 39,05,100.00 has been paid.

Phoenix Insurance Ltd introduced technology based cattle insurance in the 2019. In this
regard, Shurjomukhi Ltd is assisting Phoenix Insurance Ltd. to create a cattle insurance
technological platform.

The World Bank and Bangladesh has signed a $500 million financing agreement with
the World Bank to improve livestock and dairy production as well as provide better
market access to 2 million household farmers and small and medium-scale
agro-entrepreneurs.26

The Livestock and Dairy Development Project will help stimulate private sector
investment and sustainable, development of livestock value chains in Bangladesh. It will
help address the country’s current shortages in eggs, dairy, and meat production.
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By 2021, the country will likely face annual shortages of 1.5 billion eggs and nearly 6
million tons of milk. By enhancing the availability of dairy, egg and meat products, the
project will help improve nutrition for citizens, especially children, pregnant women, and
new mothers.

Prawn Culture Insurance: Prawn is a popular food throughout the world, having good
markets at home and abroad. It occupies a major portion of the export item of Bangladesh,
earning a considerable amount in foreign exchange each year. Bangladesh Fisheries
Development Corporation (BFDC), Bangladesh Jatiya Matsayjibi Samabay Samiti
(BIMS), Bangladesh Sugar and Food Industries Corporation (FSFIC), and some private
companies collect, process and export prawns and shrimps. A number of prawn processing
industries have been developed in khulna, chittagong, and dhaka.

Shrimp is one of the major export items in Bangladesh. Total shrimp and prawn production
including capture has been increased from 1.60 lakh MT in 2002-03 to 2.54 lakh MT in
2017-18 and its growth rate is 3.23.

For promoting the prawns and shrimps industry, it needs financial security Sadharan Bima
Corporation introduced Prawn Culture insurance initially in 1994. The scheme during 3
years of its existence could bring about no satisfactory results with 180% loss ratio. This
scheme is applicable to duly licensed farms or farms in accordance with the Government
notification growing shrimp/fresh water prawns by adopting extensive/modified extensive
system only technology based production pond of Semi-Intensive Process and other
infrastructure.

Conclusion: Bangladesh is a natural disaster prone area, which is constantly affecting agricultural
production in floods, droughts, rains, storms, hail, and insect attacks. All forty six non-life
insurance organizations including Sadharan Bima Corporation, cooperating with Insurance
Development and Regulatory Authority, are working to bring micro insurance benefits to the
doorsteps of the people, to eliminate the shortcomings of farming families financially including
agricultural production due to natural disasters.

Public awareness and knowledge about insurance is very poor. So it will be a challenge to make

awareness among public about non-life insurance as well as micro insurance benefits.

30| S3 @S T AT 020




Appendix -1

The cost of Aman crop in per bigha, most commonly cultivated crop, is given below:-

Particulars quantity price amount
seed 10 20 200.00 tk
labor 3,000.00 tk
TSP 15 22 330.00 tk
Urea 20 16 320.00 tk
Potassium 15 15 225.00 tk
Irrigation Cost 500.00 tk
Land preparation Ist Phase 400.00 tk
2nd Phase 500.00 tk
pesticide 200.00 tk
Total production cost/Bigha 5,675.00 tk
Production Unit I5mon | 559.8 Kg
Per Kg Production Cost 10.14 tk
sale 15 mon 800 12,000.00 | tk

Data Source: Mr. momin ullah, Agriculture Extension Officer, Shonaimuri Upazila, Noakhali.

The weather scenario of rainfall in Rajshahi District:

Rainfall Data of Rajshahi District
phase 1

Year Rain fall ETRF Payout
1981 398 168 2,020.00
1982 66 0 3,000.00
1983 189 0 3,000.00
1984 429 199 1,710.00
1985 250 20 3.000.00
1986 333 303 670.00
1987 200 0 3,000.00
1988 183 0 3,000.00
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1989 332 102 2,680.00
1990 262 32 3,000.00
1991 333 323 470.00
1992 126 0 3,000.00
1993 316 86 2,840.00
1994 200 0 3,000.00
1995 370 140 2,300.00
1996 327 97 2,730.00
1997 351 121 2,490.00
1998 396 166 2,040.00
1999 550 320 500.00
2000 671 441 -

2001 225 0 3,000.00
2002 292 62 3,000.00
2003 309 79 2,910.00
2004 472 242 1,280.00
2005 227 0 3,000.00
2006 305 75 2,950.00
2007 309 79 2,910.00
2008 188 0 ' 3,000.00
2009 320 90 2,800.00
2010 119 0 3,000.00
2011 209 0 3,000.00
2012 208 0 3,000.00
2013 364 134 2,360.00
2014 153 0 3,000.00
Data Source: Bangladesh Meteorological department (BMD)
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Index based crop insurance on Aman Paddy for Rajshahi District is given below.

Crop Aman

Duration of Crop 145 days
duration 35 day
place Rajshahi

Phase Reproduction phase

Start 1-Sep

End 7-Oct
NOTIONAL/PAYOUT Rate per mm | Tk 36

Rainfall min 30 mm
Rainfall max 230 mm
Pay out Tk 7100

Premium accounted for each policy Tk 492

Paid By farmer Tk 266 60%
Subsidy by Government Tk 226 40%

Marketing and Distribution channels :

For reaching Crop Insurance to word the mass people, Department of agricultural extension
and Micro Finance Institution could be the effective distribution Channel.

1. Department of agricultural extension (DAE): Insurance organization has to get help from
Department of agricultural extension because DAE is directly handling the farmer’s
activities in Bangladesh. Sub assistant agriculture officer is a Field level officer of
Department of agricultural extension. They provide the useful information about farming to
the farmer at ground level.

Insurance Body could regularly meet respective officer of DAE and describe the utility of
insurance product as well as depict the importance of insurance.

2. Micro Finance Institute (MFI) : Micro Finance Institute (MFI) could be a strong Channel
to distribution insurance benefit for mitigating the risk associated with loan Those are
provided. Insurance product should be incorporate with their loan. However, some Micro
Finance Institute (MFI) has done the activities with their own fund without any insurance
and reinsurance mechanism. Insurer may use local and national radio channel for growing
awareness among the local farmer.
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Distrivbuting Partner
(Micro Finance
Institute)

Sadharan
Bima
Corporation

Government
Technical Partner Agricultural

(BMD) Partner (DAE)

Financing :

Financing Government 30%

Personal own finance 70%

Subsidy: Government of Bangladesh provides subsidies for the effected farmer for the loss
of farmer after every catastrophic event. Government has specified the subsidy into two
formats.

1 Cash

2 seed + fertilizers

Farmer has been subsidized by approximately Tk. 500.00 to Tk. 700.00 cash for his crop
loss. For a calculation, we assume that govt. has given Tk 500.00 as cash subsidy to an
effected farmer for his crop loss by any catastrophic event. On the other hand, farmers are
also being subsidized by seed and fertilizer for reproduce his crops and to minimize the crop
loss.

The cash subsidy is given as follows in per bigha.

1 | Cash Subsidy BDT 500.00

2 | Product Subsidy
Details quantity price total (Tk.)
seed 10 : 20 200
fertilizers (TSP) 20 22 440
fertilizers (urea) 10 16 160
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Government of Bangladesh has been allocated subsidies 9000 crore taka for the promotion

of Agriculture In 2017-18 economic years.

If 30% of Government subsidy amount 3600 crore taka could be used in the promotion of
Agriculture sector that will mitigate the sorrow of our farmer.

Amount of farmer to be covered by subsidy

Total Premium accounted for each policy Tk 566
40% of premium of policy (Subsidy) Tk 226
Premium Paid By farmer Tk 266

Government of Bangladesh is closely observing the losses of farmer due to disaster. For this
reason government has provided a fond of 9000 crore taka for rehabilitation of farmer from
their losses. Insurance Scheme will cover a huge amount of farmer almost 159 million by
only 40 % of that fund to be used in.

Amount of Govt Subsidy 36,000,000,000.00 Taka

Amount of farmer to be covered 159,097,243 Farmer

Ref.:
M The Insurance Act, 2010

@ Churchill, C., ed. 2006. Protecting the Poor: A Microinsurance Compendium. Geneva: International Labour Office.
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) A Case Study (Pilot Project) k

Weather Index Based Flood Insurance is one of the mechanisms to
eliminate the moral hazards and improve the livelihood of the
ultra-poor people in the flood prone areas.

Md. Mamunul Hassan ACII(UK)
Background of the project:

Bangladesh experienced eight major floods during the period 1977 to 2007 of which, the floods in
1988, 1998, 2004 and 2007 were the most dangerous. In 1998, two thirds of the country, including
capital Dhaka were flooded for a period of more than two months. The lack of pre-preparedness for
floods among low income households resulting from the limited resources available at their
disposal, leads to the dependency on government, NGOs, MFIs and external agencies. These
institutions help in bailing them out by using catastrophic reserves, funds, grants, donations and
international credit in the form of aid and other relief activities. The few ex-ante strategies followed
by the vulnerable households in Bangladesh include traditional approaches like construction and
raising of river embankments, construction of flood protection shelters, and food and medical
stores. Excess dependency on ex-post disaster risks financing mechanisms and lack of sufficient
ex-ante financing techniques may pose several problems like unforeseen pressure on budgets of
government and meso-level agencies having limited funds, delays in relief generation,
disbursement and receipt and non-encouragement of risk mitigation strategies among communities.
These problems may be circumvented only by developing sustainable ex-ante disaster risk
financing mechanisms. One such mechanism is Index Based Flood Insurance.

Under the following process a meso-level Index Based Flood Insurance pilot project in Bangladesh
implemented jointly by Oxfam GB, CIRM (India), IWM(Bangladesh), Pragati Insurance Limited,
Swiss Re(India) and Manab Mukti Sangstha (MMS), a local partner of Oxfam GB, in Sirajgon]
District. This project, apart from being the first such attempt in Bangladesh, is also a trendsetter for
catastrophe insurance in disaster prone developing countries.

Oxfam, Bangladesh has been involved in various resilient communities, Oxfam, Bangladesh for
flood affected segments of Bangladesh’s population, especially those with low income and limited
means. Oxfam not only engages in ex-post relief activities, but also helps the communities be
pre-prepared for floods by helping them raise their homesteads and river embankments. Oxfam
realized that the flood disasters were gradually increasing in their unpredictability. In addition, the
available funds were far too less for achieving their goal of building disaster resilient communities.
Drawing from the success stories of

Executive Vice President, Pragati Insurance Limited
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various catastrophe risk management and financing projects across the world, including the work
done by Oxfam in other countries, flood insurance came up as the most viable options for ex-ante
disaster risk financing in Bangladesh. Oxfam therefore collaborated with Centre for Insurance and
Risk Management (CIRM), India for developing a flood insurance project in Bangladesh.
Leveraging from Oxfam’s ground level experience and CIRM’s expertise, a model triggered
meso-level flood project was initiated in Bangladesh in the year 2009. However, due to the
complexity of the product and various institutional procedures, the project gained momentum only
in the 2012. Flood Hazard Model was developed by Institute of Water Modeling (IWM),
Bangladesh. IWM acted as data provider and an important technical partner for the project.
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The product Features:

The following product features were agreed upon for this meso-level flood index insurance product:

« It is a meso(group) insurance policy where all the poor and extreme poor households (CBO
members) under MMS in the 14 target villages are the ultimate beneficiaries or insured. MMS is
the main insured while the beneficiary household heads are the schedule members under the policy,
i.e. the claims for the beneficiaries will be routed through MMS.

» Damage due to a flood can be put into two categories:

- Intangible Damage — where it is difficult to assign monetary value, such as ill-health, anxiety and

loss of opportunity
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- Tangible Damage — where a monetary value can be assigned. This can be further classified into:
i) Direct damage — damage to physical assets due to flood (damage
to house, household goods, vegetable garden, livestock)
ii) Indirect damage — losses caused by disruption of economic activities
which causes price rise and loss of personal income.

In this project, at the pilot stage, it was decided that the compensation from the insurance product
will be based on Indirect Tangible Damage. The Indirect Tangible Damage caused to a target
household by flood event of a particular magnitude was assessed.

» Based on this, the sum insured (SI) was fixed at Tk.8,000.00 per household
* The premium was quoted and agreed to be 10.3% of SI

» It is an index based product, where payouts will be made if the flood level in any particular
village exceeds the strike level/threshold for the that village during the cover period.

* Apart from thresholds payouts are also based on duration.

» The fund is meant to make payout to the intended beneficiaries in case of severe floods, which
means, the beneficiary hous veholds are not meant to get payouts for the normal yearly floods.

The Sequenée of Project Stages

Initial Data Execution Premium L\ Claims _CI?"'“S_
Groundwork testing and of Transfer Payout Distribution
validation contracts Process rl/ Process Process

Product Structure:

Insured Units: Insured Units are the households in a given Reference Area. Village-wise number of
insured Units corresponding to each Reference Area (r) are as set forth in the table below:

Reference Area Village Name Total
Aknadighi Aknadighi 148
Boro Chouhali Boro Chouhali 56
Chakbayra Chakbayra 54
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Choto Chouhali Choto Chouhalli 105
Fulbari Fulbari 119
Khasborosimul Khashborosimul 98
Mollikpara Hatpara 37
Mollikpara 143
Mollikpara Total 200
Muradpur Dhitpur 64
Muradpur East 107
Muradpur West 208
Muradpur Total 379
Fulhara Fulhara East 86
Fulhara West 82
Fulhara Total 168
Panchosona 334
Grand Total 1661

Type of insurance: Flood Water Level Index Insurance

Index: The flood vulnerability index is described below:
01. Index would depend on the flood water level and
02. Index would also depend on the time period of inundation.

Flood vulnerability index would pay if inundation continues to be above certain flood
water level trigger (as defined in table below) for a pre-defend number of days. For each
village covered under this program, daily modeled flood level data for various grids falling
in a village are averaged, thus creating village level flood level data.
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Village-wise Water Level Trigger

Reference Area (r) Wat‘(’%[ije,l‘fi g‘rll-;gger Li’:;;g:;?gf_’?;‘;g{)%m
Fulbari 12.85 952,000
Aknadighi 14.35 1,184,000
Boro Chouhali 11.35 448,000
Choto Chouhali 11.10 840,000
Chakbayra 12.80 432,000
Fulhara 11.00 1,344,000
Khashborosimul 12.80 784,000
Muradpur 10.90 3,032,000
Mollikpara 14.35 1,600,000
Panchasona 12.75 2,672,000

The Project Contracts
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Payout Calculation:

Claims Payout Process

| 1WM shares daily
j flood data (during the
cover period)

Swiss Re calculates

claims and informs
Pragati Insurance

B

“ Water Level No
/ > strike for b /J No claims payout |
11/21/26 l !
days '

Nz

N —————y
Pragati Insurance issues

the claim cheque in
favor of MMS

MMS acknowledges the |
receipt of claim

amounts

WMfo

For all the Reference Areas(r) covered in this
contract, the Loss/Payout Amount(LA_r) is
calculated as a function of the Limit of
Indemnity/Sum Insured (SL_r) for that Reference
Area (r) as set forth in the table below:

WL_dr > WLT_r from 0 upto

10 continuous days LA_r=0

WL _ dr > WLT_r from 11
continuous days upto 20 LA_r=SI r*0.35
continuous days

WL_dr > WLT_r from 21
continuous days upto 25 LA_r=SI_r*0.55
continuous days

WL_dr > WLT_r for continuous

LA_r=SI-r
26 days or more waliah

Difference between Index based insurance and traditional insurance:

Given below few difference between Index based and traditional insurance:

Index Based Insurance

Traditional Insurance

No moral hazard

Exists moral hazard

Less administration cost

Huge administration cost

Short claim settlement process

Lengthy process

Mass participation

Limited participation

No surveyors for settlement of claim

Needs surveyors for settlement of claim

Advantages and disadvantages of Index Based Insurance:

Advantages:
* Transparency

¢ Low moral hazard
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* Low operational and transaction costs

» Rapid and easy pay out

Easy documentation

Wide section of people can be covered

Reduces bureaucracy

International Re-insurance support available

Disadvantages:

« [ ack of authentic and reliable weather data

Insufficient weather station

Lack of technical expert

Lack of proper Awareness about insurance

Lack of Distribution channels

Conclusion: The project was initiated with a vision of helping the poor and vulnerable flood
affected households in Bangladesh to overcome the bottlenecks associated with

ex-post risk mitigation techniques by having access to cash relief through ex-ante disaster risk
financing techniques. The meso-level flood insurance pilot was therefore conceptualized and
launched in Char areas of the Sirajgonj district in Bangladesh. The common goal for all project

partners is to bring forth the importance of:
- Ex-ante disaster risk financing in Bangladesh

- Multi-lateral institutions and government engagement for funding the premium on
behalf of the poor

- Community based distribution mechanism

This project is the first meso-level flood index insurance in Bangladesh having a tremendous
potential of success within the country and outside. This potential has attracted national and

international stakeholders for this pilot and will surely attract more when the program is scaled up.

Reference:

0. The Process Note on Meso-Level Flood Index Insurance Pilot in Sirajgonj Bangladesh - Published by Kinnary R- Desair CIRM
Advisory services:

o2 Reports on Meso'Level Flood Index Insurance Pilot in Sirajgonj Bangladesh - published by Oxfam GB Bangladesh’

3. News Letter of Institute of Water Modelling IWM)

o4 |nsurance Policy issued by Pragati Insurance Limited
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Coping With Climate Risk
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Whatever wherever covered by
Eastern Insurance

Clorgae i
101 T
QG JTHANT |

SERVICES

Fire, Marine

Motor, Accident

& Travel Insurance Policies

34

Years of
comprehensive Sery;e
4 »

Head Office
44, Dilkusha Commercial Area, 1% & 2™ Floor, Dhaka, Bangladesh
Phone : 9563033, 9564246-48. www.easterninsurancebd.com, e-mail : eicl@dhaka.net
Zonal Office
Agrabad : NIB House, 32, Agrabad C/A, Chittagong, Phone: 031-711309, 031-712491
Rangpur: 10 Mouvasa Building (2nd floor), Central Road, Payra chattor, Rangpur, Phone: 0521-51861
Khulna: 87 Khan a Sabur Road, Dak Banglar Moor, Khulna, Phone: 041-720876

e-mail : eicl@dhaka.net




Pragati Insurance

Limited

Achvievied

gsifs 2apEar fAfIDS A7-A13% 2aEa IS NI SN pfoFHst
ABEICS FIWA SEIH (HS6 @62 “AAA” SIEH SETZ, Tt LA
a1 fitg 9F ST @3S |
Pragati Insurance Limited made an outstanding record by

achieving International standard “AAA” Credit rating in the
non-life Insurance sector in Bangladesh.

e 3ppcae f&foe

Pragati Insurance
Symbol of Security Limited

Tel :+8802 58150727 & 9133680-2
27 June 2018 Web : www.pragatiinsurance.com




Navigate Life Confidently
With The Leading Life Insurance
Company In Bangladesh’

B MetlLife

As the leading life insurance company, MetLife
understands that our customers have different
needs. That is why we strive to help our customers
build a better future with innovative products and
services.

Our global presence and local expertise enable us
in being the trusted partner that you need in life’s
twists and turns.

*Based on total premium income, Annual Report 2010-2018,
Insurance Development and Regulatory Authority

Navigating life together
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NORTHERN ISLAMI INSURANCE LTD.

TIC BIigE B16Aa, b, WORET /9 ( FTOA-33 6 3), TRA-do0o |
79w grnget: info@niil.com.bd , 797 &7 www.niil.com.bd

20 139 : 8933030
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Continental Insurance Limited
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BEEN RATED

Good Financial Performance
Improving Underwriting Pe
Sound Solvency
Significant New Business
Satisfactory Liquidity
Diversified Investment Portfolio
Experienced Top Management

» Good Protection Factors
Steady Business Growth

EASTLAND INSURANCE CO., LTD.

The name you have learnt to Trust

Awarded Best Corporate Award +
by ICMAB for 4 consccutive years 2012-2015 7

awarded Certificate of Merit by ICAB
for Best Presented Annual Report 2013

Eastland Insurance started its journey as one of the first generation Non-Life Insurance
Companies in the private sector from 5th of November, 1986. The present Authorized
Capital of the Co. is Tk. 1000 million and the Paid-up Capital is Tk. 776 million, Total
Asset is Tk. 2499 million, Total Reserve Fund is Tk. 1066 million and Total Investment
Portfolio is Tk. 957 million. The Total Claims settled so far is Tk. 2835 million. Eastland
has been paying ‘Double Digit' dividends to its shareholders ever since its inception including
stock bonus in recent years.

Eastland offers a comprehensive range of insurance packages from its 27 branches
throughout Bangladesh, which includes Fire, Marine, Hull, Motor, Industrial All Risk,
Engineering, Aviation, Personal Accident, contractors’ All Risks (CAR), Overseas
Mediclaim Scheme and Miscellaneous Risks. Eastland has the credit of being insurer to
a host of clients ranging from distinguished individuals to big trading firms, Banks and
Financial Institutions as well as large national and multi national companies.

The Company is living up to its promised slogan:  Tbe name you bave leamt to Trust -y upholding
its personalized services in both Sunny & Rainy days! As such, Eastland's name has been
embedded in the hearts of thousands of their clients.

Eastland- Committed to Excellence.

EASTLAND INSURANCE F@ Es0ene &1 a
COMPANY LIMITED B tar=+r=ll TaTeoe
EIDA985}

Head Office: 13 Dilkusha Commercial Area, Dhaka-1000, Bangladesh
PABX: 9564600 (Hunti . , 9554569, Hotline: 09610001234




We've got you covered.
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crysta' Insurance cgmpany Limited

1&E812T Z3PTo7 cFI==N1= fafaes e

Corporate Office: DR Tower (14th floor), 65/2/2, Box Culvert Road, Purana Paltan, Dhaka-1000
Phone: 9571715 (Hunting), Fax: (880-2)9567205, E-mail: info@ciclbd.com, Web: www.ciclbd.com

YT TS AT (R {5 (@7 ©eTh) R4, ergeit /e, B1hl-3000

I8 5¢Ca99¢ W@,{s ®eba¢od | Www.cityinsurance.com.bd
E-mail: info@cityinsurance.com.bd
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Republic Insurance Company Limited
HR Bhaban, (6th & Sth Floor), 26/1, Kakrail, Dhaka-1000, Bangladesh

Pabix : +86-02-9336619, BJB\?GZ Diéﬂils 9332685 Fax :+28-02-0361860
Email :infodricibd com weovw.riciod. com, Hotline: 09608 101101
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o FIFAET, TIF-3000
FrafRaT : vbr-o3-broboLd-8
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TIE : br-0-03090
E-mail : info@rupalilifecom
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E-mail : rupali_life@yahoo.com
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““When it comes to
health insurance,
| trust only LIC...

Presenting

LIC’s Health Plus.
A Unique Health Insurance Plan

® Major lliness Coverage (Seven liiness)
Unique Plan

s Immediate payment of 50% Sum Assd + 10% of
pLug Sum Assd Every Year on admission of liiness
¢ Eligible for Bonus

¢ Income Tax Benefit

n LI c LIFE INSURANCE CORPORATION (LIC) OF BANGLADESH LIMITED
B &= 1Y ycay Tower (7thfioor) 57-57/A, Guishan Avenue, Gulshan-1, Dhaka -1212
LIC Bangladesh Ltd. Follow us Facebook & visit our website www.licbangladesh.com
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I él aGT01 IsP3tast mrF™al [alEn G Head Office - Khan Mansion (11th Floor), 107, Motijheel C/A, Dhaka-1000, Bangladesh
= Tel : 9559561, Hotline (24 hours) : 01552-471311 Fax : 88-02-9564455
w PROVATI INSURANCE COMPANY LIMITED E-mail : contacts@provati-insurance.com, provatiinsurance @ gmail.com, Web : www.provati-insurance.com
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EXPRESS INSURANCE LIMITED

Head Office : Al-Razi Complex (9th & 10th Floor),166-167,
Shahid Syed Nazrul Islam Sarani, Bijoynagar, Dhaka-1000
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THERE IS NOTHING TO WORRY
NOW RISK IS OURS!

l We cover the following Risks:

Fire, Marine, Motor, Aviation,
Engineering & Misc Insurance

TO! SR @IS (ARG S
//A\ JANATATHSURANCE COMPANY LIMITED

Corporate Office: GaA5/D. Link Rooad. Middle Badda. Guishan-1. Dhaka-1212
PABX : 9852181-82, Fax: 830-2-9852183 E-mail: info@ jicibd com www jicibd com
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@ DHAKA INSURANCE LIMITED

THE TRUSTED HOUSE OF INSURANCE
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You smile & relax !
We take the Risk

Your interest is paramount to us

Address: House # 22 (Level # 3 & 4), Road # 113/A, Gulshan-2, Dhaka-1212.
Tel: 55049824-30  Fax: 55049822-23
E-mail: picl@paramountgroupbd.com Website: paramountinsurancebd.com

II ’ Paramount Insurance Company Limited

=yt fqarersT s

At TS TP AL AR LI GTAT (TS
fofes 7 www.bnicl.net
Hotline : 09613-112233

R
B Mic BANGLADESH NATIONAL INSURANCE CO.LTD.

T JGETAA AT SIPEA @A FRGE

Head Office : Rashid Tower (3" Floor), Plot # 11, Road #18, Gulshan-1, Dhaka-1212, Bangladesh
Hotline : 09613-112233, Tel : 8832234-5, 8832215, 8832217 Fax : 88-02-8832154 E-mail : mail@bnicl.net, web: www.bnicl.net
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Ensures Safety of Your Bank
Bankers Blanket Bond (BBB)

Banking Risks Coverage Under One Umbrella

BBB covers Infidelity of any Employees, Fraud & Forgery, Counter

Freight, On Premises, In Transit, Electronic Crime, Professional

Indemnity of the Bankers as well as Directors & Officers Liability
and additionally covers ATM & Locker Insurance.

TPa
i F PRIME INSURANCE COMPANY LIMITED
Y |

Unique Heights (3th Floor)117, Kazi Nazrul Islam Avenue, Dhaka-1000.
Phone : (+88-02) 09613262100, 09613262188, 55138659-62, 01755661520, FAX : (+88-02) 55138658,
Email : info@prime-insurance.net
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Protective Islami Life Insurance Limited
Prctect Yfowr Foiftimre
Head Office: 100 H.R Complex (4™ & 5™ Floor), Bir Uttam A K Khandakar Road, Mohakhali C/A, Dhaka-1212
Hotline: +88 096-17000017, e-Mail: info@protectivelife.com.bd, Web: www.protectivelife.com.bd
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FEDERAL INSURANCE COMPANY LTD.

Navana D.H.Tower (6th floor), 6 Panthapath, Dhaka-1215.
Phone: 55013781, 55013782, 55013788, $5013787 FAX: 02-55013783

www.federalinsubd.com, Email : hcadofﬁgfedcralinsubd.ccm

FICL




TO GET YOU SET
SOON AGAIN

PIONEER INSURANCE COMPANY LIMITED
R e T @im

Head Office: Rangs Babylonia (Sth Floor), 246 Bir Uttam Mir Shawkat Sarak
Tejgaon, Dhaka 1208, Bangladesh.
www.pioneerinsurance.com.bd. mail: piclho@gmail.com

Are you in safe hands?

Trust RELIANCE and make it your lifetime partner for your complete
general insurance solutions.

With our wealth of experience and unwaivering
commitment to quality services we
offer an array of products and services to meet
all your requirements.

Property | Marine | Motor | Engineering | Health | Export Credit | Casualty and many more...

We Care,
We Go Beyond ................

y \ BEAIRHA 33E"H [EEIBE
O RELIANCE INSURANCE LIMITED

Shanta Western Tower (Level-5), 186, Bir Uttam Mir Shawkat Ali Shorak (Tejgaon - Gulshan Link Road)
Tejgaon I/A, Dhaka-1208, Bangladesh, PABX: +88 02 8878836-44, Mobile: 01714-014895
Fax: +88 02 8878831-34, E-mail : Info@reliance.com.bd, Web: www.reliance.com.bd
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info@deltalife.org | @ deltalife.org | @ fb.com/deltalife.org
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Your Security is
Our Responsibility

NITOL
INSURANCE
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Nitol Insurance Company Limited Connect with our digital presence on

Police Plaza Concord, Tower - 2 (6th Floor) ‘ WWW. nltollnsurance com . n @
Plot - 2, Road - 144, Gulshan-1, Dhaka-1212. |
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