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Insurance Fair 2016

SEMINARS

Seminar-1

Date : 24 March, 2016
Time : 10.00am to 12.00 noon
Venue : Media Bazar, BICC

Subject: Technical Aspects of Life Insurance Management.

Chief Guest : Mr. Zahid Malek, Honorable State Minister for Health and Family Planing.
Presided by : Mr. M. Shefaque Ahmed, Actuary, Chairman, IDRA
Key Note Speaker: Dr. Mohd. Sohrabuddin, Actuary, Chairman, ShadharanBima Corporation.
Moderator : Mr. Sultan-ul-AbedineMolla, Member, IDRA
Discussants : 1. Mr. Md. Shafiqul Islam, Joint Secretary, BFID, Ministry of Finance
2. Mr. Ahsanullslam, Vice President, Bangladesh Insurance Association & CEO Shandhani Life
Insurance Company Ltd.
3. Mr. Md. Nurul Islam, Sr. Vice President and Country head, MetLife Bangladesh

Participants : Top and mid level 6 officers from old generation life insurance companies/corporation and Top and mid
level 3 officers from New generation life insurance companies.
Seminar Sponsor: MetLife Bangladesh

Seminar-2

Date : 25 March, 2016
Time : 10.00am to 12.00 noon
Venue : Media Bazar, BICC

Subject : (Non-Life Insurance) Legal Aspects of Insurance and Their Influences in keeping The Philosophy Upheld.
Chief Guest : Mr. HasanulHaquelnu, Honorable Minister Information.
Presided by : Mr. M. Shefaque Ahmed, Actuary, Chairman, IDRA
Key Note Speaker: Mr.A.K. AzizulHaque Chowhduri, Advisor, Bangladesh General Insurance Company Ltd. (BGIC)
Moderator : Ms. Farzana Chowdhury, CEO, Green Delta Insurance Company Ltd.
Discussants : 1. Mr. Ahmedur Rahim, Director, Bangladesh Insurance Academy (BIA)

2. Mr. PK. Roy, CEO, Rupali Insurance Company Ltd.

3. Mr. NurulHaque, Consultant, Meghna Insurance Company Ltd.

Participants : Top and Mid level 4 officers from non-life insurance companies/corporation.
Seminar Sponsor : Meghna Insurance Company Ltd.
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‘ National Life Insurance Company Limited takes the pleasure to
Welcome the auspicious occasion of

Bima Mela-2016

NLI started it’s Journey
Since 1985 the First
‘ Private Life Insurance
| Company in
Bangladesh covering
more than 4.3 million
| policyholders under it's
umbrella.
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‘. National Life Insurance Company Ltd.

NLI Tower, 54 Kazi Nazrul Islam Avenue, Karwan Bazar, Dhaka, Bangladesh.
Phone : 58151271, 58151089, 58151490, Fax : 8144237, E-mail : info@nlibd.com Website : www.nlibd.com
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EASTLAND INSURANCE CO., LTD.

The name you have learnt to Trust

| f /
‘" B\ Yet another feather in the Cap

to Eastland for 4 consecutive years.

Awarded Best Corporate Award
by ICMARB for 3 consecutive years 2011-2013

2011 2012 2013 2014
AA AA AA AA

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

Eastland Insurance started its journey as one of the first generation General 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. 595 million, Total Asset is Tk. 1864 million, Total Reserve Fund
is Tk. 772 million and Total Investment Portfolio is Tk. 762 million. The Total Claims settled so far is
Tk. 1997 million. Eastland is paying ‘Double Digit’ dividends to its shareholders ever since its inception
including stock bonus in recent years.

Eastland has been offering 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: “The name you bave learnt to Trust * by 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 e BTG A
COMPANY LIMITED N tT=+T=1 TS0

‘,S‘D.'\ga 6\

Head Office: 13 Dilkusha Commercial Area, Dhaka-1000, Bangladesh
PABX: 9564600 (Hunting), Fax: 9565706, 9554569, E-mail: info@eastlandinsurance.com

www.eastlandinsurance.com

CRISL has affirmed AA Credit Rating
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Role of Insurance Sector in
Socio-Economic Growth of Bangladesh

Insurance is a risk financing mechanism. It allows people to protect their families, livelihood from
the financial loss of unanticipated uncertain events. Insurance promotes economic development
by creating a safer environment for investment and innovation. It enables calculated risk taking
and drives economic activity forward. It promotes the forward movement of progress. The benefits
are endless. Insurance sector contributes largely not only the national economy, but also the
global economy as a whole. Insurance is a critical component of economic stability and its growth.
If all insurance contracts are suspended for just one day, entire business sector and a significant
part of our personal and social lives would come to a grinding halt. In fact, a well developed and
evolved insurance sector is a boon for economic development as it provides long-term funds for
infrastructure development and at the same time strengthening the risk taking ability of the country
as a whole.

Insurance is also a strong development tool for countries looking to encourage inclusive
economic growth and socio-economic development. In Bangladesh, never in the past, the earlier
governments and or the regulators paid due attention as part of their mandate to make insurance
available to mass population. For the first time, much desired “Insurance Policy” (Bima Niti) has
been formulated with the realization that insurance services be made available to different target
groups as a major policy objective of the government.

It has been rightily observed in the “ Bima Niti” that a strong performing insurance sector allows
for the efficient management of risk through nurturing a culture of risk management in every
organization, ( be it commercial or non-commercial) every individual household and in every
sphere of life. “Bima Niti” of Bangladesh is most valuable document which need regular follow up
and review to ensure socio-economic growth through insurance mechanism.

In Bangladesh, small and medium enterprises (SMEs) are the real engines of growth. Non life
Insurers can address the needs of SMEs to enable them to free up savings and look at expanding
their businesses. Life insurers can protect the portfolios of banks and micro-credit providers.
Insurers also have a direct impact on the overall economy, as they themselves are also a major
institutional investor in the economy. Life Insurance corporation of India is the biggest domestic
institutional investor in the capital markets of India. It has invested in the capital market eight
billion Euro in the finical year 2013-2014. Unfortunately, Jiban Bima Corporation’s investment in
capital market is very insignificant.

There are many ways the insurance sector helps the individuals and the society as a whole to
grow. It provides peace of mind and foster entrepreneurship. It enables risk management and
helps to mitigate loss. Despite all these benefits of insurance, its penetration level in Bangladesh
is much below than expected. Countries with more matured economies have higher insurance
penetration. However, when we compare insurance penetration between India and Bangladesh,
we observe that Bangladesh is far behind (1%) than India (4%) in terms of contribution to GDP.
Why this is so? There are many reasons. We will try to examine those in this paper.

TIET THET 3y



Negative Image

One of the major handicaps of insurance industry of Bangladesh is that of “negative image” of
insurance prevailing in the country. Most people of the country have limited understanding and
or negative attitude towards insurance. In order to overcome this situation, the government, the
regulator and the industry players must take joint and concerted efforts to create better
awareness and knowledge of insurance. We need to embrace consumer education as an
on-going activity, focusing on key issues such as benefits of insurance, claim settlement
process and necessity of providing all material information. Consumer education does have a
tremendous impact on renewals of life insurance policies. In order to halt the high lapse ratio of
life insurance policies, there is no substitute of continuous awareness program by using mass
media and social media.

It is to be well remembered by all that the lower income insurance market (micro insurance)
offers tremendous potential for the expansion of insurance services. Many of the insurers have
embarked upon micro-insurance by recognizing this opportunity. As the micro insurance
industry develops and more attention is focused on lower income groups, it is critical to have
market data and information to support positive growth. It is necessary that separate data is
kept and published for micro insurance. Furthermore, we need to have specified regulation for
micro insurance.

Policy, regulation and supervision are critical for enhancing access to insurance. These affect
how trust is developed between insurers and the policyholders, who can operate in the market
and at what cost. The insurance regulatory authority plays a crucial role in safeguarding quality
insurance that provides value. They need to strike a healthy balance between regulation,
enhancing access to insurance and protecting policyholder’s interests.

Takaful or Islamic insurance is another area which need urgent attention of the government, the
regulatory authority and the takaful operators. There are nine fully fledged takaful operators and
more than twelve window operators of takaful without having any specific rules, regulations and or
separate takaful law. Nascent takaful industry in Bangladesh has witnessed significant growth to
include more than ten million people under its fold and contributing towards national economy.

Takaful operators need to observe their fundamental obligations towards participants (policy-
holders) in terms of adhering to Shariah principles, undertaking fiduciary duties and meeting
prudential standards. Takaful operators need to conduct business operations in a prudent and
ethical manner, guided by prevailing laws, rules or regulations. To promote the orderly growth of
takaful business, a regulatory framework is of urgent necessity, outlining the parameters to
govern operational processes and defining in detail the various rules and requirements. It is
envisaged that specific legal framework will promote the sustainability of takaful operations,
business expansion and innovations. The objectives of takaful rules/laws ought to be:

a) To promote uniformity in takaful business practices.

b) To enhance the operational efficiency of takaful business.

c) To build sound and healthy takaful funds which are sustainable.

d) To promote fairness and transparency to protect the interest of participants.

e) To ensure good governance and risk management practices by the takaful operators.
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Barriers to increase demand of insurance

Insurance offers solution to mitigate accidental pure risks of everyday life. However its demand
remains disappointingly low, which is often attributed to a lack of understanding about insurance.
In general, people tend to underestimate impact of shocks. Underestimating losses may make
them easier to face risk than to protect through insurance mechanism. Therefore, there is a need
to address this issue.

Insurance penetration of a country is a measure of the development of insurance market. Insurance
market cannot develop, unless the mass people vis-a-vis also the policy makers realize the need
for insurance and they have confidence on the insurers. Consumers generally won't purchase
insurance products unless they are confident that insurer's will pay legitimate claims. Effective
insurance laws, rules, regulations and proper supervision builds confidence in the insurance sector.
Increasing confidence is also a precondition for building greater financial inclusion, which can
broaden and increase insurance demand and development of insurance market.

At the same time in order to avoid any regulatory burden which can weaken growth, it is important
to apply a proportionate approach in supervision. All the stakeholders including the regulators in
the industry should refrain from any activity, which create unnecessary barries in the market and
help to deteriorate further the existing negative image of the industry.

The demand for insurance has been relatively low in Bangladesh due to the mix of several conditions,
including economic and social factors, lack of trust, confidence, financial literacy and the existence of
informal insurer. Price ie the high premium of insurance also influence the demand for insurance as
well as micro insurance. Artificially high tariff in non-life insurance has led to indiscipline in the market
and a barrier for expansion of market.

Prospective insurance buyers are unsure about paying in advance for a service that they may or
may not receive in the future. High transaction cost of insurance because of high rate of
commission, and the practice of allowing rebate in the market, is a great handicap. Insures are
in real dilemma as to how they handle this burning problem. Gradual abrogation of tariff appears
to be the only best solution. At the same time following an ideal risk management system also
seems to be another solution. This need cooperation and proper understanding among the
insurers, insureds, intermediaries and the regulator. When creating a regulatory framework, it is
always necessary to asses the implications to insurers, insureds, agents and the society at
large.

Sometime, regulations may have unintended consequences. The industry players may fulfill the
regulatory requirements but can not develop a sound business approach. A regulatory framework
can be best implemented under constant performance monitoring and continuous adjustments of
the provisions as needed. Regulations if not taken up by the industry may not have the right mix
of obligations and incentives to establish dedicated insurers. Regulators are now becoming more
flexible and open in many parts of the world as they realize that they will have to act quickly and
provide the right legal framework to encourage the market players.

Risk Management of Insurers

Insurers deal with risks of people, their property, liability and lives. Therefore, it is imperative that
the insurers follow a code of risk management for the benefit of the insurance industry as well as



the members of the society, whom they serve. The objective of the Risk Management Code

(RMC) would be to promote high standards of risk management.

Risk management, in real term is the process, where by the management of insurance companies
take actions to asses and control the impact of past, present and potential future events that could
be detrimental to the insurers themselves and their consumers. These events can impact both the
asset and liability sides of the insurer’s balance sheet and the insurer’s cash follow.

The proposed RMC and or the standards of risk management may be formulated by the
regulatory authority in consultation with the market players (life, non life, health, micro insurers,
takaful operators and so on). This could help to create a safe and prudent environment for the
development of the insurance industry as a whole. When the code or the standards of risk
management are finalized, the insurance companies should have a risk management strategy
to understand and manage the types of risk arising from the core business operation.
Insurance companies should periodically review and update the risk management strategy by
taking into account developments that are internal and external of the company. Companies
should clearly define responsibilities of senior management and establish levels of authority
and powers of delegation.

In every insurance company, there have to be appropriately experienced and qualified
professionals, appropriate control systems and up to date information technology so that they can
measure risk tolerances, risk exposure limits, mitigate and monitor the risks identified. They also
need to establish comprehensive management information systems that ensure timely monitoring
and reporting of risk exposure. Companies also need to design a contingency plan to counter
events with severe negative impact on their businesses.

The plan should:

a) ldentify early risk warning signals.

b) Outline detailed course of action in the event of a negative outcome.

c) Establish roles and responsibilities for every prescribed action.

d) Asses the likely impact of every outlined course of action.

e) Establish the reporting procedure.
Insurance companies may be asked to submit an annual report to the regulatory body its risk
management plan and its implementation steps as part of the annual financial reports at the end
of the year. Regulatory authority may analyze these reports and provide necessary guidelines
for improvements, if any. This will help the industry to grow and rectify the risk management
process.

Risk management committee of the insurance company should annually review whether it has
correctly assessed the impact and probability of material risks and effectively mitigated or treated
the risks. Self rectification, through risk management practices will certainly help the industry play-
ers to take appropriate measures towards sound growth. Therefore, it is necessary that the insur-
ance companies should establish an effective monitoring system and should establish an effective
monitoring structure to ensure that risk standards and limits are complied with as intended.

Professionalism & Ethics in Insurance

To be a professional, one need to be competent in the profession he is engaged. However, to
be a successful professional, one should possess high level of competence, complete adher
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ence to high ethical standards and follow professional code of conduct. Professional compe-
tence includes two aspects viz knowledge and skills. One cannot be a self declared professional.
The most distinguishing feature of a professional is adherence to high ethical standards. To be
a true professional, we must put our customers’ (insured’s)interest ahead of our own. People
would like to buy insurance policy if they have trust and confidence on insurance, insurers and
insurance agents or brokers. People like to do business with those they trust. Trust & confidence
are built by ethical behavior. People buy insurance, be it non-life, life, health or takaful is always
based on trust. Insurance being an intangible product, a customer buy a promise that will be
fulfilled in the future. This is why trust is required more in insurance.

Customers trust the agents and the management of the insurance company. Insurance compa-
ny and their agents, therefore should follow the general ethical principles to protect their policy-
holder’s interest first and foremost. They ought to act ethically to be the best one can be. They
should posses the quality of being outstanding. One should know that ethical behavior and
excellence go hand in hand. Management and the insurance agents have an ethical obligation
to accept and fulfill their responsibilities to the best of their abilities. One must be reliable and
trustworthy. To be reliable one must tell the truth, be honest, fair and must not deceive others.
The proverb “Honesty is the best policy” is known to us since childhood. The professionals
should practice it in reality. Honesty is essential to create trust and confidence.

All the stakeholder including the regulator, the insurance management, the insureds and the
agents must realize that they need to possess highest degree of honesty, no matter how great
the temptation is to be dishonest. If and when, this is understood and practiced properly then the
prime task and objective of insurance is only to serve people and thus to serve the socio-eco-
nomic progress of the entire community. Insurers will have to motivate the sales force to work
selflessly, having a caring attitude to the insureds.

If the insurers care about their customers, they would do the best for their customers and keep
customer’s interest properly protected. By protecting customer’s interest, the insurers and their
agents in fact, serving their own interest indirectly. Successful insurance companies must realize
that more they protect cusiomer’s interests, the more their customers give back to them. We
must have good intentions to serve our customers and must have courage to follow the ethical
principles.

Courage converts ethical or good intentions to appropriate action. Ethical people do the right
thing, because it is the right thing to do. By doing right thing, ethical people earn respect, reputa-
tion, prestige, esteem and self satisfaction. It is to be well remembered that prompt delivery of
services in insurance is the key to customer satisfaction and business growth. In insurance busi-
ness, we can get what we desire only by giving our customers what they need and want.

Professionalism in Insurance Selling:

Few people in our society fully understand what life or non-life insurance are all about and how
useful itis in a wide variety of situations. As such, sales people in the insurance industry will have
to help the prospective buyer to identify the prospective buyer’s needs for protection and savings
and convince him/them about the benefits of insurance. Selling insurance is a service to
common people by helping them to understand insurance and how insurance can resolve the
needs of human being. The salesman’s duty does not stop after he/she has delivered the policy
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document to his/her client. A professional salesman has a duty to meet his/her clients needs not
just at single point of time but over a policyholder’s life time.

It is the responsibility of the salesman to ensure that the insurance coverage of a policyholder is
adequate and appropriate from time to time. It is to his own interest the salesman should ensure
that all the sold policies are kept in force. By doing so, the salesman would continue to receive
renewal commissions. After sales service could also be looked upon as an opportunity for addi-
tional sales. Professional salesmen also need to follow codes of ethical conduct while selling.
Salesmen should conduct business according to high standards of honesty, integrity and
fairness. They need to be competent and provide customer focused sales and service.

One of the most effective ways of developing ethical principles in insurance sector is by develop-
ing code of ethics and setting the rules that are to be followed. In this respect both the regulator
and Bangladesh Insurance Association can play important roles. Written codes should be devel-
oped in order to define purpose. In order to define purpose, we need to to establish an uniform
ethical climate within the industry and provide guides for consistent decision making. This first
step is to ensure creation of ethical atmosphere in the insurance sector. Association can make a
real effort to encourage all the members to take moral responsibilities to conduct insurance busi-
ness ethically. Members commitment to ethical behavior should be unequivocal and highly
visible from top management to agents/sales people.

Mere framing a code of ethics is not enough. A high powered committee is required to monitor
the implementation of the course of actions as per the code. The committee should have full
authority and responsibility to appoint an independent auditing agency to check unethical acts of
the members and conduct frequent surprise audits.

Based on the guidelines provided by the Ethics Committee of the Association an insurance com-
pany should develop its own philosophy and set the goals of the ethical conduct of the business.
Insurance companies need to develop a mechanism for implementing appropriate actions in
order to show their honest concerns.

How to Gain Confidence of Policy Holders?

“Customer is the king” is well understood in any marketing. Insures, therefore, need to keep ther
customers happy. If the customers are happy they become loyal to the company. From sustain-
ability point of view, customer retention is vital for profitability. Earning customer’s loyalty is not
an easy task, specially when the competitors are ready to offer more. Brand image can help to
retain customers, but it may not work effectively in many cases. Despite this, strong brand image
be built to enhance market reputation and customer loyalty.

Customers can also be retained by providing quality service. Throughout the world in non-life
insurance, brokers are the quality service provider for the insured. In most of the mature markets
about 90% of non-life insurance sales are routed through professional brokers. Unfortunately, in
Bangladesh, professional brokers have not explored this untapped service sector which is so
essential for ensuring quality service to policyholders. The relevant rules in this respect need to
be framed and implemented.

In insurance sector, there are multiple stakeholders. Out of these stakeholders, the key stake-
holders are the customers, employees, regulator, intermediaries and of course the shareholders.
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3/

AT TAAT 030

(7]



i
ahd

AT THET 054

J

Itis true that customer is the king. However it is ultimately the customers who pay for the compa-
ny’s expenses and shareholder’s profit. Therefore, insurance companies need to develop and
deploy core competency in the area of service delivery. It requires time, energy money and com-
mitment of the senior management as a team.

When timely delivery of services is cemented as a goal, it will act as the most important tool for
competitive advantage. To ensure the core competence of “Delivered on time every time” there
should be consensus among the senior management that they are ready to commit this as one
of the key goals for the organization. The senior management should also be willing to under-
stand customer’s need.

On time - Every Time

Insurance companies need to undertake market research to understand when and why timely
delivery of services is important to policyholders, what are their preferences and time thresholds.
Efforts should be made to find out which of the services are more critical than others. Market
research would also help to identify policyholder’s expectations across different market seg-
ments. Once the identification process is done each and every agent and relevant desk employ-
ee must know what to do and what not to do. Concerned desk employees may be asked to share
their thoughts and ideas on how the services should be delivered “on time, every time”. The poli-
cies and manuals may be reviewed regularly (preferably quarterly) to ensure necessary
improvements as and when required.

To be successful, the insurance companies should try their best to motivate their employers to
be involved in the process voluntarily and whole-heartedly. Junior and mid level executives can
be made involved, only when the senior management and the CEOs are committed to improve
customers value proposition by delivering the best possible on time service to the valued policy-
holders.

Tasks Ahead for Enhancement of Quality Services

Insurance being the contract of utmost good faith, it is the duty of the insurers to issue policies
in unambiguous terms. Therefore, it is necessary to ensure that the warranties and conditions
are well understood by the insured and are complied with. Since the conditions & express war-
ranties are printed on the face of the policies (generally in English); from the legal point of view
the insurers perhaps can not be held responsible for not making the terms of the policies clear
to the insured. However, the Regulatory Authority may advise all the insurance companies to
publish small leaflets/ booklets in “Bangla” containing important terms, warranties & conditions
of the policies. In some countries the Regulatory Authority itself publishes leaflets & booklets of
similar nature in order to create awareness among the insurance consumers.

In a competitive market economy, insurance companies shall have to survive by providing more
& more efficient services to the clients. “After Sales Policy Servicing” is an important function of
the insurance companies. The insurance companies may be encouraged to send their employ-
ees & executives to avail the opportunities of training courses in order to develop their skill and
ensure efficient client service. There is also a dire need for establishing dedicated training insti-
tute in the private sector to serve the insurance industry more efficiently and effectively.



A prudent insured normally should withheld the final selection of the insurer until he is satisfied
that his interests will be protected. The technicalities for assessing financial soundness of an
insurance company and or pros and cons of different types of policies cannot be well judged by
ordinary consumers of insurance. Therefore, it is necessary to promote professional intermedi-
aries i.e. qualified “insurance brokers” and qualified “financial associates” who will be responsi-
ble to ensure insured’s interest. Professional “training course” for insurance agents have been
developed and agents should have their own professional “code of conduct”.

Unethical practices now prevailing in the insurance industry can be minimized by evolving a
system of self policing. The regulatory Authority may ask the insurance professionals to organize
themselves and follow the Rules of Professional Conduct/Code of Conduct formulated for the
purpose.

Minimum educational qualifications at entry level for employees, executives, agents, surveyors,
loss adjusters etc, need to be prescribed. Moreover, there ought to be certain Rules for compul-
sory professional training/ diploma/ higher professional degrees in respective fields. IDRA has
recently made it obligatory for agents only. Other segments of the insurance profession may be
brought under compulsion.

Need for an efficient and technical supervision is a sine-quo-non for the smooth development
and growth of the industry. Therefore, it is a necessity to equip the supervisory authority with
appropriate technical manpower and equipments for smooth and efficient supervision. Publica-
tion of “Insurance Year Book” is long overdue. If and when published, this will not only enlighten
the industry with necessary statistics but will also satisfy consumers with authentic information
to know about industry and to enhance confidence of the consumers.

Insurance business is completely driven by knowledge and technology. The business of selling
insurance products requires assessing the profile of the customer and designing the right policy.
The process is facilitated by a data base and data warehousing that is created in the course of
operation.

Insurance industry is more of knowledge based than capital based. The emergence of informa-
tion and communication technology can capture and disseminate large quantities of data and
information so very essential for managerial judgment in insurance and learning about customer
needs and behavior. Therefore, upgrading technology, improving customer orientation, develoo-
ment of innovative products and human resources are some of the measures that can help the
insurers to make the present insurance market more sound and sustainable.

Main causes of negative image of insurance industry
The following are the main causes responsible for negative image of the insurance industry.

i. Recruitment of illiterate, half -literate, semiliterate manpower in the field level for insurance
marketing and most of them remain engage in the marketing without any initial training or
any on- the -job training.

i. Though there is a rule for agent recruitment that minimum qualification of the agent
should be class eight passed and they should go through minimum 72- hour- agent train-
ing which is to be conducted by Insurance Development Regulatory Authority authorized
institute. Actually there is no strong monitoring for such recruitment qualification.
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Vi.

Vii.

viii.

Marketing field force often adopts false commitment to customer to get business and often
grafts premium without depositing in the company’s account.

Field people are given indulgence for adopting false commitments to insured by some of
the senior level people of the insurance company only to fill up business target and some-
times if one company sacks such dishonest agents, then another company takes them
with higher facilities. Sometimes such forces are given higher positions which mismatch
with their qualification and skill .

Delay in claim settlement with the lame excuse of regulatory by- laws or in some cases,
claim repudiation exerts a negative impact on the insurance industry. When claim arises
(other than death claim) insured comes face to face with the insurer and the insured “feels”
the insurer as if insurer only takes the premium and doesn’t pay claim. He realizes that the
insurer is different from what the agent had projected at the time of the policy selling. The
insured finds that the insurer quoting isdifferent rules and speaking about different papers
such as age proof, premium payment receipt, policy documents and many more for settling
claims. Insurance companies ask the insured to wait to meet a senior official who is not
available at that time or who is in a meeting for hours together etc. The agent who sold the
life policy is not seen at this time usually. Insured then realizes that agents or marketing
people are totally different from desk or administrative people of an insurance company.
The worst comes when an insurance company repudiates a claim/death claim, when there
is a deliberate and willful concealment of material facts by the insured.

Effort for visualizing the need for insurance to the common people through print & electronic
media is very limited. Most people don’t know any information about the benefits, general
rules of insurance and location of insurance companies.

Most people of our country are lower & middle income group. After meeting the daily needs
& expenses, these people don't feel safe to invest the hard earned limited savings in insur-
ance.They think that depositing money in the bank is safer than in insurance because a
bank gives guarantee to return money at any time but it is different & difficult in insurance,
such as in case of policy lapsation before two years or before maturity of the policy, The
insured cannot get full money. Moreover, field level people are not well educated & skilled.
So, most people don’t keep trust on such field force and become reluctant to invest money
in insurance.

Bonus distribution system of each life insurance company is different and so common
people become confused as to which company to give business, and they don’t have fair
idea about insurance policy conditions & privileges, and many salesmen are unable to pres-
ent these to customers properly, and they give fake & misleading information which results
in policy lapsation.

SSSome insurance Companies often conduct business on credit in nonlife insurance
though there is a specific restriction on such business by Insurance Development & Regu-
latory Authority.

There is no homogeneous organogram & no uniform designation in the insurance indus-
try. While one company has AVP,VP,EVP, SEVP etc. another company has AGM, DGM,
GM,SGM etc.
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Enlistment of Insurance companies for transcting business with bank is very unfair and this
brings negative image of insurance industry.

There are service rules in a few companies. As there is no service rule in many companies,
so in many cases, less quality people join due to nepotism of the directors & senior officials
and on the other hand qualified officers become professionally dissatisfied & demoralized.

Insufficient & lower quality afte - sales service by insurance companies causes negative
image of insurance industry.

Some entrepreneurs /shareholders have got a mentality to run business as per their will
instead of following Insurance rules framed by IDRA.

Entrepreneurs forget their social responsibility and intend to make insurance business
profit- oriented only instead of service- oriented.

Direct influence of the directors in the internal management affairs of the companies also
tarnishes the image of these companies.

Recommendations:

fii.

Vi.

Vii.

Viii.

Field level marketing people should have a proper product and marketing knowledge so
that they can enlighten the customers about real and benefit of insurance instead of alluring
the customers to buy their products. So, proper agent training/coaching by senior level
employees is a must to motivate them to believe in the company and its product.

Agent recruitment should be on the basis of a minimum knowledge on insurance which is
to be ensured through training & examination and it should be monitored by Insurance
Development and Regulatory Authority (IDRA)

Dishonest field force should be given proper punishment and if one company sack such
people, another company should not allow them to join. There should be training of marketing
field forces on ethical issues

There should be prompt customer’s service because people insure against their life &
property to get compensation. So, claim service should be very quick and correct. Proper
information should be taken at the time of issuing policy so that it takes less time to verify
the particulars at the time of claim settlement.

Insurance Industry/ Company needs brand ambassador with vibrant image to popularize
insurance. Insurance company can work with NGO and drama Producer/ Drama team who
can visualize properly the need and benefit of insurance to common people.

To diversify the product and insurance scheme with host of financial officers in life insurance.

Insurance Development & Regulatory Authority and Bangladesh Insurance Academy can
work together to create awareness among the mass people through Seminar/Workshop at
the division and district levels. IDRA and BIA can play roles through media advertisement to
create awareness among the mass people.

Academy and Insurance Development Regulatory Authority (IDRA) can request National
Curriculum & Text Book Board to include insurance at the secondary & higher secondary
levels which can create insurance awareness among the people.




i ix. Existing customers ate the ambassadors of the company. If they become satisfied, they will
: buy insurance product time & again. There is a saying. “A satisfied customer is the best

advertisement”. So, after- sales service is very important. The best way of creating trust in
‘ the insured’s mind is by building a credible promise which the insured is supposed to get
, after issuing the policy, such as intimation letter of premium, change of installment of paying
‘ premium (such as instead of yearly, half- yearly), change of nominee etc.

x. There should be homogeneous organogram with same nature of designation which can
standardize the profession & can create job satisfaction in the insurance industry.

Conclusion:

As a service industry, insurance involves a huge level of people interaction, it is very import-

ant to enrich the employees in order to satisfy the customers. The prompt claim settlement is
; very important to customers. **Insurance organizations will have to create a motivational
climate for all level employees specially for marketing related employees because the are the
backbone and life blood of insurance organization. When they perform poorly, this is usually
for either in adequate knowledge or lack of motivation. Both indicate the need for training &
development. In an environment of increasing competition and higher consumer expectation,
only qualified and trained human resources can play the role for the expected growth of the
insurance industry. So, it is high time for insurance professionals to work together for a better
profession and economy. When insurance awareness education will prevail in the insurance
industry with competent workfare, efficient common system, professional commitment and a
firm back-up of government patronage with political, Social and economic stability, then the
industry will enter into a world of dignity free from image constraints.

All the stakeholder should establish a long term relationship based on mutual trust. The
regulator will guide, advise, control, support and facilitate the whole industry. This is how the
existing industry may turn out to be a really vibrant professional domin.

Kazi Md. Mortuja Ali
Director General
Bangladesh Institute for Professional Development (BIPD)
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Inquest of Positive Image of Insurance Industry

Prelude & rationale:

Itis repeatedly said that insurance industry is out and out a service industry and its viability &
continuance are dependent on personalized service to its clients which again depends on
insurance education of the marketing forces & employees of the insurance industry. Education
matters a great deal on the style, status and quality of social life. To attain human
qualities-mental, moral and intellectual, human beings unlike other beings, have to go through
a learning process that helps raise their awareness on major issues affecting life on earth.
Insurance education (both formal & non-formal) & training program is such one, which can help
the employees of the insurance industry to serve the clients & nation efficiently.

Bangladesh is the ninth most populous nation in the world and its economy is yet to be
developed. Insurance Industry belonging to service sector is a victim of underdeveloped
economy of Bangladesh. Both policyholders and policyissuers are lagging behind the required
knowledge of insurance and its tools and techniques. The root cause of all problems prevailing
in the insurance industry of Bangladesh is the lack of insurance education (both formal &
non- formal) and awareness program. The pictures of Insurance education (both formal & non
—formal) in Bangladesh are rather very disappointing which are due to weak marketing force,
unethical competition, unsustainable growth, unethical business practice, lack of awareness
about insurance, policy lapsation, lack of professionalism, lack of product diversity, lack of expert
in insurance industry.

Marketing staff or business procurement agents are the backbone and lifeblood of any insurance
company. In Bangladesh, marketing staff comprises about 15% to 20% of the total workforce of
a company. Although their participation in terms of number of workforce is less, but their
importance is supreme.

Perhaps the company will not have any business activity unless marketing staff brings business
to the company. They are the front line people to contact persons/business houses and procure
business for the company. Unfortunately, the marketing/sales professionals in our country are
not qualified, professionally trained or properly regulated. Even many of the selling persons
don’t have adequate product knowledge and the company employing them don’t bother to train
them in the right direction. The company just wants business- that’s all. This leads to unethical
competition.

The social importance of insurance and its benefits to the policyholders have not been discussed
and there is no awareness-creating program for the common people taken by the insurers or by
the government. So, insurance has got a negative image.

Absence of business ethics is also another major factor bringing about indiscipline and
irregularity in the insurance industry. Some of the insurers in the name of competition indulge in
certain business tactics, which directly violate the provisions of insurance acts and rules. These
relate mainly to issue of covers and documents giving higher Commissions. For having a licence
of agents or marketing force on needs no certificate in insurance.
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Due to lack of insurance education at all levels (marketing to executives) there is lack of
business ethics which causes unethical business practice. In the long run this causes
unsustainability of insurance business. Absence of healthy competition is also another factor
bringing about indiscipline and irregularity in the insurance industry. Healthy competition occurs
where there is well-informed and well - advised consumer group. This also needs insurance
education and awareness.

In Bangladesh, no educational institutes are offering formal course on insurance at graduate
level. Non-formal insurance education means different training and certificate program offered
by different institutions. Bangladesh Insurance Academy is the only institute, which is offering
diploma in insurance (Both life & nonlife) and providing training program for the insurance
personnel. The Bangladesh Insurance Academy has so far conferred its diploma on about 400
professionals. This is so far too meager for a growing insurance industry like Bangladesh.

Presen
rresen

nt position of formal insurance education in Bangladesh.

In Bangladesh, no university/institute offers graduate or post graduate level insurance education.
The only institute named Bangladesh Insurance Academy offers diploma in insurance (life &
non-life) which has no official recognition from any university or educational board of government.
The diploma is not even recognized by the management of the insurance industry. So, the
employees are not motivated to undergo the diploma course/training because there is no or little
attractive for diploma/post training benefit. Only a few companies give some sorts of benefit for
the BIA Insurance diploma holders.

In the very recent, a few universities started teaching insurance as a subject or as a part of a
subject at the graduate & postgraduate level. As a part of actuarial science, there is a separate
subject named actuarial statistics in the Jahangirnagar University since 1990. Realizing the
present need for insurance education at the graduate level, Dhaka University opened a new
department in the last year named “Insurance and banking” to offer Bachelor's and Master’s
degrees. There is no scope for professional actuarial education in the country. BIA has taken the
initiative for actuarial education in association with Actuarial Society of India since 2007. But
there is another problem, students are not aware of this potential professional education and the
graduates who have interest to study actuarial science cannot continue for not having internship/
financial support from employers of insurance companies.

Present status of HRD in the insurance industry of Bangladesh:

It appears from the findings of a study on the HRD status of insurance sector in Bangladesh (by
K. M. Mortuza Ali), the people with right skill are being recruited only partially and existing
employees are not getting sufficient training. This means that the basic concept of HRD is
neglected or not getting proper attention, which is certainly hindering the sustainable growth of
insurance industry.

A study on the status of Human Resource Development (by S. M. Hossain Ibrahim) was conducted
among the top executives of the private sector insurance industry of Bangladesh. The study
revealed the following:
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- Majority of insurance companies realized the necessity of human resource development,
but HRD was not always represented in management decisions.

- Only 53% of the companies agreed that the HR departments planned company’s manpower
needs proactively.

Many of our top executives say, they are committed to training their staff but when the things get
tough, the first item they cut is the training budget. In fact, most of the Insurance companies don't
have separate training budget. They just maintain it from administration department if it is most
necessary. In fact, training improves attitudes, skills and existing stock of knowledge, which in
turn improves the job performances of the employees. Hence the time has come for consider-
ation of the issue of training and professional education.

Level insurance awareness among the common people.

A study conducted by Bangladesh Insurance Academy (by K. M. Mortuza Ali) regarding different
liability insurance, there was a part where the views of common people from different walks of
life were taken as to how they react about insurance and what they think about the necessity of
insurance. This part was conducted among 133 respondents of which 49 were graduates, 35
had intermediate or secondary School level education and 49 were those who had no not
achieved the level of secondary education. The findings of the part regarding insurancs
awareness, 37% of the respondent opined that some risk transfer mechanism is necessary, 25%
opined for specific insurance and 48% did not know about risk transfer through insurance. So it
reveals that insurance awareness is very poor among the common people of Bangladesh.

Due to the intangible nature of insurance, many people still don’t understand the value that the
product can offer. It is therefore not surprising that insurance has to be placed way down a
family’s priorities. In certain cases, insurance consciousness is being forced upon the public
when they have to buy insurance as collateral for their banking or housing loan. The fear of
uncertainty for the future has also caused some people to buy insurance for security reasons.

Level of publicity about insurance.

There is no organized effort at the macro level that puts in order to create awareness of the mass
people about insurance. The role of media and Government's participation in this process are
not visible. The advertisement campaigns mounted by the individual insurance companies are
piecemeal in nature. Motivational efforts are limited at the individual level through personal
selling. No organized effort is seen in providing insurance literacy to the prospects. Insurance
Industry has not yet taken any combined efforts to create awareness & popularize the insurance
product. Bangladesh Insurance Academy only takes such step like Essay Competition among
the school, college & university, women & common people to create awareness & popularize the
insurance which isn't enough. With government co-operation insurance can take vigorous step
in this area.

The insurance industry of Bangladesh has crossed more than three decades; it still suffers from
an image problem. An insurance agent or a sales man plays a crucial role in the growth of the
industry. But very few people in this country buy insurance cover on their own. There is unfortu
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nately in our country a general tendency among property owners to leave their property largely
uninsured. Any outlay on insurance is regarded by many as unnecessary waste to be avoided as
far as possible. Most are literally guided into doing so. But there is no denying the fact that a bitter
and unsavory experience in the past has largely contributed to the insurance industry’s present
image problem. Many people have a negative attitude toward insurance as a product and the
people engaged in insurance activities, particularly the agents or field level employees. Religious
issues influenced with illiteracy have made the marketing problem more complex which need to
be cleared so that people can see that insurance is distinctly different from gambling, an anti
social activity. Many People do not want to take life insurance for fear of death specially women
think that taking life insurance means registering for death. Some people think that it they die,
what will be use of money to them. So, they think that they don’t need life insurance.

S. M. Ibrahim Hossain, ACII (UK)
Faculty Member
Bangladesh Insurance Academy




Our Plan is to protect you
from all type of Accidents

We are always ready to insure all type of accidents;
Fire, Marine, Motor, Travel, Miscellaneous.
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Innovation in insurance:
jress in Insuran

Innovation may be among the most desired but least understood of all corporate goals.2008, as
we may remember, was the year when a number of exciting innovations in financial services
ended in a crisis from which we are only recovering now. In hindsight, it may be hard to remember
how innovative ideas like credit default swaps (CDS) and similar derivatives were expected to
increase profits and lead to a new world of low-risk investments and continued economic growth.
That didn’t work out as expected, and innovation sometimes doesn’t. The question then becomes
whether it is worth the risk. Most corporate executives recognize the value of innovation, but few
would be brave enough to boastabout clearly understanding the process of implementing
innovation in a business model, and even fewer of successfully integrating continuous cycles of
innovation in their own companies. That is not necessarily a mark of failure, but a recognition of
reality. For a successful business, a commitment to innovation represents a gamble as to whether
the innovation, if successful, will adversely affect the existing business, or represent a substantial
increase or improvement in the business. And the gamble does not always pay off. But in today’s
world of big data and rapid economic and technological changes, can companies risk not being
innovative?

What is innovation?

Innovation as we use it here refers to any combination of activities and technologies that breaks
existing performance trade-offs in the attainment of an outcome in a manner that expands the
realm of the possible. This definition comes from leading innovation researcher and Deloitte
Research Distinguished Fellow Michael Raynor, who said in his book The Innovator's Manifesto:
“Trade-offs define the limit of what is possible at a point in time, not what is possible for all time...
all innovation is about breaking trade-offs.”It is important as we examine this definition of
innovation to realize that innovation doesn't necessarily translate as “new and improved.”
Breaking trade-offs through innovation allows a company to reach a point in “strategic space”
that competitors cannot, allowing a company to provide a product at a price or performance level
competitors cannot match. Harvard Business School’s Kim B. Clark, professor of Business
Administration and fellow innovation guru Clayton M. Christensen argue that there are three
types of innovations:

+ “Empowering”: innovations move products from costly items available to the few to
mass-market items available to the many. These innovations expand the market. Consider

the move from whole-life toterm products as an example of such an empowering innovation.

- “Sustaining”: Innovations are essentially product replacements, moving from one model to
another that may be better, but has a basic similarity. This represents the majority of current
innovation, Christensen says, but translates into a zero-sum economic game. Here, replacing
one annuity with another slightly better but substantially similar one seems an appropriate
example.
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“Efficiency” innovations reduce production or distribution costs. The use of the Internet by
many auto insurance writers may be a good example of this type of innovation.

Christensen sees these innovation types as cyclical. Efficiency innovations may cost jobs, but
they may lead to more efficient use of capital that could then result, in Christensen’s view, in a
commitment to empowering innovations, the results of which are leveraged through sustaining
innovations. One could reasonably derive from Christensen’s argument the view that most
industries or companies are always somewhere in the process of innovation, whereas the other
option may be a steady or even swift decline into irrelevancy, much like what happened to
blacksmiths or daily newspapers. Yet there are those who would argue that the link between
insurance and innovation is so tenuous as to be nearly nonexistent. In the words of the old
cliche, innovation and insurance are found together only in the dictionary. But we would respond
that the conservative reputationthe industry enjoys has served to camouflage a tremendous
track record of innovation, from the first written insurance contract inscribed on Babylonian
columns by King Hammurabi’'s men to the industry’s current use of big data to lower costs
andimprove results.The societal impact of insurance innovationcannot be understated. For
example, the Great Fire of London in 1666 led to the formation of the first English insurance
company, The Fire Office, located behind the Royal Stock Exchange. In order to protect its
investment, that insurer and the others established soon afterward set up their own fire brigades
to fight fires at places covered by their policies. Then, in a triumph of reason and enlightened
selfinterest, the insurers donated their firefighting equipment to the city in order to form and
equip a municipal fire brigade that could fight fires anywhere in the city, not just in the buildings
the companies insured.While American founding father Ben Franklin had many noted
accomplishments, what could have been more important than his founding of the nation’s oldest
operating property insurance company, The Philadelphia Contributionship for the Insuring of
Houses from Loss by Fire, after the great fire of 1730.But even the lasting importance of the

existence of insurance against fire for individual residences may be secondary to the safety
innovations the company employed.

Surveyors were sent to inspect each building before it was accepted for insurance, and a rate
was then set reflecting the risk. The Independence Hall Association noted: “Houses built not
conforming to legal specifications were denied insurance. Mrs. Lydia Biddle, for instance, was
denied insurance because of an unlawful wooden bakehouse adjoining her home. Early
policyholders had to have a trap door to the roof as a way of fighting roof and chimney fires.
During the British occupation of Philadelphia in 1777, a chimney sweep hired by the firm was
sent around to occupied houses to maintain fireplaces. The lightning rod, invented by Director
Ben Franklin, also helped to deter fires. Houses with trees in front of them were not insured
because early hoses could not maneuver around them.That last policy clause led to the
formationof a rival insurance company that would cover the risk, a reminder that the industry has
always been highly competitive. The history of insurance product innovation is a history of
human trade and development.

The earliest policies largely covered losses by merchants going through foreign lands, enabling
them to share the risk of trade. Maritime insurance dates back to the 13th century at least. Its
expansion tracked the growth of seafaring trade, with many of those writing insurance in the
1680s gathering at Edward Lloyd’s Coffee House.



Life insurance, accident, and health insurance, and now everything from business interruption
insurance to cyber insurance, reflect innovations developed by insurers in order to allow
merchants to take risks for growth and families to survive in the face of unexpected hardship.
The secondary result of those innovations has beenlife-improving innovation in other sectors,
from the Underwriters Laboratory mark letting consumers know a product has met safety
standards to air bags and seat belts whose development and adoption were driven in part by
industry-funded sources like the Insurance Institute for Highway Safety. Underlying much of this
were the internal innovations that drove insurance and allowed an industry based on trust to
thrive. Few people buying life insurance or annuities today need consider if the insurance
company will have the resources to pay when expected. But underlying that basic trust is a
system of reserving reliant on mortality tables developedby innovators like Dr. Richard Price, an
18thcentury British mathematician who authored one of the major milestones in the history of
mortality calculations when he prepared the Northampton Mortality Tables. Hispioneering work
in life insurance science with The Equitable Life Assurance Society in London, at a timewhen life
insurance was just gaining credibility, formed the basis of the vital, sustainable industry we see
today. The few examples of innovation in insurance and by insurers cited here can hardly
capture the breadth and depth of such innovation over the years, but that is not to say that there
is no room for improvement.

What is happening in the emerging markets of South East Asia

Insurers are setting their sights on the emerging markets of South East Asia. Faced with
increasing saturation in established markets, they are looking to these emerging economies to
develop direct insurance and reinsurance business and grow premium income. In order to do
this they will have to overcome the various legal, regulatory and commercial challenges that
arise. The most popular lines of business to be written are likely to be marine and property,
reflecting the thriving import/export market, particularly in China, and the quantity of infrastruc-
ture and construction projects seen across the region. Regional arbitration is fast becoming the
dispute resolution mechanism of choice for such risks and this trend shows no sign of abating.
Insurers can be encouraged by the presence of insurance professionals (including lawyers and
arbitrators) established in the region, whose expertise can bring to bear on insurance issues that
may arise.

Targets for expansion

A recent poll of the London market conducted by Clyde & Co revealed, perhaps unsurprisingly,
that the primary focus of interest for those looking to expand operations is China. Those polled |
also expressed interest, albeit to a lesser extent, in Malaysia, Thailand, Indonesia, Philippines
and Vietnam. For obvious reasons, Singapore’s mature market was not identified as an area of
focus.

China

As the world's largest trading nation and second largest economy, China is already the seventh
largest insurance market. Total premium income for 2010 was Yuan 1.47 trillion (US$ 222 billion), |
up by 33% from the previous year. It is still viewed as an underinsured market with huge potential. |
However, there is increasing competition from established domestic insurers who have been able
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to grow their market share in the last two years at the expense of foreign players distracted back
home by the effects of the financial crisis. Another challenge cited by those polled was gaining a
proper understanding of the country's culture, and not just its language. There is also perceived
to be a limited talent pool available with which to build a successful business.

Malaysia

Recent changes in the regulation of the industry have made Malaysia an attractive target for
expansion of conventional insurance and also bancassurance and takaful businesses. Most
significant was the increase in 2009 in the limit on foreign equity participation in Malaysian insur-
ers and takaful operators from 49% to 70%. These changes, coupled with the introduction of
greater operational flexibility for locally incorporated subsidiaries of foreign insurers and takaful
operators, are having a positive effect. Current projections put growth for 2011 to be at least 12%
across the Malaysian insurance industry.

Thailand

The insurance industry in Thailand continues to demonstrate strong growth, despite recent political
turmoil and the impact of the economic downturn on foreign investment. Thailand's Office of
Insurance Commission reported that insurance business in the first quarter of 2011 grew by 13.5%
on last year's quarterly figures. The government is committed to promoting economic stimulation by
implementing financial stimulus schemes, increasing exports and developing industrial activity.
These in turn can be expected to drive up further demand and the purchasing power of insurance
products.

Indonesia

Indonesia is the fourth most populous country in the world, after China, India and the USA. Its
population is beginning to experience an improvement in individual wealth that is set to continue.
The country has been relatively unscathed by the economic downturn and its government has
steadily instituted reforms to the financial services industry. These factors point to a market ripe
for expansion. Despite these, however, the market remains small and fragmented, without any
one of the established firms exercising a dominant position. Foreign investors also remain
cautious in the face of high unemployment levels, the risk of terrorist attacks and a lack of institu-
tional transparency

India

The insurance sector in India has gone through a number of phases by allowing private
companies to solicit insurance and also allowing foreign direct investment. India allowed private
companies in insurance sector in 2000, setting a limit on FDI to 26%, which was increased to
49% in 2014. However, the largest life-insurance company in India, Life Insurance Corporation
of India is still owned by the government and carries a sovereign guarantee for all insurance
policies issued by it.



By 2012 Indian Insurance is a US$72 billion industry. However, only two million people (0.2% of
the total population of 1 billion) are covered under Mediclaim, whereas in developed nations like
USA about 75% of the total population is covered under same insurance scheme. With more and
more private companies in the sector, this situation is expected to change. ECGC, ESIC and AIC
provide insurance services for niche markets. So, their scope is limited by legislation but enjoy
some special powers.

Bangladesh

In Bangladesh the Insurance penetration is very low. The awareness regarding Insurance has
not been built up yet. The market is very conservative. People are mostly not willing to buy an
insurance policy unless it is mandatory.

Currently we are seeing a consistent 13%-15% growth every year in the insurance industry. The
consistency of the growth gives us hope regarding a brighter future of the industry.

However if the growth in the sector reaches 20% every year, that will be remarkable. The market
penetration of insurance is currently less than 1%. With government’s recent praiseworthy
initiatives related to safety net insurance to give coverage to the bottom of the pyramid group,
we are hopeful regarding the possibilities of a 5% market penetration within 5-10 years’
timeframe.

Green Delta Insurance holds 13-14% of the market share of the insurance industry being the
leader of the non-life insurance sector at the moment.

Insurance Needs To Catch Up With the Times

The insurance industry is not generally recognized for being innovative. It's a conservative
industry and slow to change. And rightly so. Insurance was created to help individuals protect
their financial future against a catastrophic loss. The financial crisis of 2009 gave us a picture of
the possible consequences of innovation that goes too far too fast.

However, consumers' wants, desires, and expectations are changing faster today than at any
time in the past. The industry must take faster action and examine the changes that are going on
in consumers' lives so innovative products and services can be created that will help protect their
financial future.

Here are just a few examples of where innovative insurance products and services are needed
today:

Crowd Sharing: AirBnB and VRBO are sites that allow you to “share” your extra room, apartment,
or whole house — while you're gone — with a stranger who needs a place to stay. Uber and Lyft
allow you to “share” a ride with your vehicle or let someone else use it when you don’t need it.
RelayRides rents your car from large airports when you are traveling. These are all examples of
crowd sharing.

The insurance implications are significant. If the home or apartment is damaged or your vehicle is
involved in an accident with another driver, is there any insurance coverage and if so, whose policy
will respond? Instead of debating whether this type of permitted use is or should be covered, let's
spend our time and effort creating an insurance policy that properly protects all parties.
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Mobility: We have just begun to understand The Power of Mobility in Everyday Life. It's a fore-
gone conclusion that all types of insurance products will be researched, quoted, and purchased
through mobile devices. There is a shift taking place away from the desktop web and toward
mobile apps that is fundamentally changing how people find and interact with information. Yet,
insurance agents and insurance companies have been slow to adapt to a mobility mindset.
Something as simple as being able to show an electronic version of your proof of insurance card
to the police officer that stopped you is valuable.

Telematics: The impact of telematics, safety features, and driverless cars on the insurance
industry will be greater and will be here sooner than most people realize. In 2008, a driverless
car could go about two miles on a closed course. In 2012, Google’s driverless cars logged over
300,000 miles on real roads. The technology appears to be developing faster than most realize.

If accidents are reduced, claims will drop. Google predicts it can eliminate 90% of auto accidents.
While this number is hard to believe today, even if the drop is only 25% of today's level a $1,000
car insurance policy would go to $750. What happens to agents' commissions?

There are four steps that can be taken to encourage innovation and creative thought within your
organization.

1. Curiosity is a good thing: Identify people within your organization who are naturally curious
and like learning new information. Give them time to research and follow trends outside
the insurance industry.

2. Embrace failure: Be willing to let people experiment and try new things. The reality is that
nobody knows for sure what's going to work for your organization and what isn’t. Encourage
small experiments and baby steps so that if they don’t work you haven't risked a lot of time
or money.

3. Ask why: Encourage your staff to ask why they do a process or procedure the way they
do it. There may have been very good reasons when the procedure was created that no
longer apply. And don't accept answers like “because we've always done it that way” or
“that’s what everyone else does.”

4. Talk to your partners. Insurance agencies generally are not able to create new insurance
policies or products. But the insurance companies you represent should. Talk to them
about what you're seeing in the marketplace. The insurance needs of consumers today
are different than they were 5 or 10 years ago. And if your insurance companies are
unwilling to embrace innovation, look for other partners that will.

Creating an innovative mindset for your insurance agency or company will help you prepare and
position your organization for the changes that are coming. Consumers’ needs and desires are
changing. If we are going to stay relevant, then insurance products and services need to be
changing along with them.

Where We Are: From Green Delta’s Perspective

The story began in 1985. Bangladesh government gave permission to the insurance companies
to operate their businesses in the private sector. This marked a paradigm shift in the insurance
industry of Bangladesh. Mr. Md. Shafat Ahmed Chaudhuri, could envision what future held for
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this sector. He knew exactly the right person to consult with regarding this. He met Mr. Nasir A. |
Choudhury to discuss about his plan. The duo sat down, talked, and gathered more movers and
shakers of the business industry to materialize one single goal. That's how the largest Non-Life
Insurance Company of Bangladesh came into being. That's how Green Delta Insurance
Company Limited was born and the rest is history.

Green Delta Insurance is the first and only Insurance Company from Bangladesh to achieve AAA
rating for two consecutive years. With International Finance Corporation (IFC) of World Bank
Group as their Equity partner, Green Delta Insurance holds the proud distinction of being the first
ever insurance company to raise its paid up capital to more than BDT 807 million.

Green Delta is not only working to uphold itself rather the goal is to work for the development of
the Insurance industry as a whole. As there remains a negative perception regarding Insurance
among the general people of our country, Green Delta has gone for an all-out approach to change
the perception of the people regarding Insurance. With the motto ‘Insurance for everyone’ Green
Delta promises to bring insurance at everyone’s doorstep. Retail products like- Nibedita which is
the first comprehensive Insurance scheme for Women in South East Asia, Niramoy- Micro insur-
ance for rural people, Shudin- Micro insurance for garments workers, Probashi- Comprehensive
Insurance scheme for Migrant Workers, Weather Index Based Agri Insurance, Health Insurance
with Global Emergency Evacuation Services, Overseas Mediclaim Insurance, People’s Personal
Accident policy for students- are helping to transform the scenario as people are starting to believe
how a proper insurance scheme can be a friend in need in times of distress. Green Delta is eyeing
the scope of digital insurance and has initiated online payments services to make the payment
methods easier for the valuable clients and also they have built up a strong IT infrastructure to be
aligned with government's recent approaches towards a more digitalized and greener future.

It's a matter of great joy that Bangladesh Government has taken up a timely initiative to provide
health insurance to the people who are living below the poverty line. ‘Shashtha SurokshaKar-
mashuchi’ (SSK) is a project of Health Economics Unit under Ministry of Health & Family Welfare.

SSK development was assisted by GFA Consulting Group and funded by KfW, the
German Development Bank.

Initially the SSK scheme will be piloted in three Upazillas and cover only the Below-Pover-
ty-Line (BPL) population.

Health card will be provided to every BPL household.
It is expected that the following effects will be achieved:

* Reduced out-of-pocket payments (OOP) of the poor;

* Increased access to hospital services by the poor;

» Experience with a third party payer agency to manage the insurance fund;
 Defined quality standards; 2
» Improved efficiency and transparency in hospital management. P
* In-patient care which is manageable mostly at Upazilla Health Complex and partly {?

at District Hospital(upon limited referral)
* Free Physician’s consultation in UHCs
* Free drugs and diagnostic facilities in UHCs |
» Structured referral to the secondary level hospitals
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* Hospitalized SSK members will be treated according to defined medical treatment
guidelines.

Green Delta Insurance Company Ltd started a pilot project on Crop Insurance supported
by International Finance Corporation (IFC).

Crop insurance is a means of protecting the agriculturist against financial losses due to uncertainties
that may arise from crop failures/losses arising from named or all unforeseen perils beyond their
control.

Proper preparation for index measurement, premium determination, flexible product design,
wider stakeholder involvement, public private partnership, and a ‘big push’ from government and
donors throughseedfinancingcanpromoteweatherindexbasedcropinsuranceinBangladesh.

Weather Based Crop Insurance aims to mitigate the hardship of the insured farmers against the
likelihood of financial loss on account of anticipated crop loss resulting from incidence of adverse
conditions of weather parameters like rainfall, temperature, frost, humidity etc.

Weather Insurance is a new concept. High level of transparency was / is maintained throughout.
After every period of insurance some improvements were made based on feedback received
and also on internal research and experience. Limitations are many like - distance of the farm
from the weather station, non-coverage of perils other than weather, wider sowing / planting
window of the crop, differences in soil types & management practices, shift in climatic & weather
patterns, etc. leading to weak correlation between the yield and the weather indices, etc.

Failure of Crop insurance from previous history areinadequate premium, and moral hazard.
These problems increase monitoring costindevelopingcountries. Transaction costs of offering
micro-insurance in rural areas is higher than in urban areas due to small amount of premium,
limited number of policy holders, requirement of sales agent and high transportation costs. So in
developing countries, it is expensive for the traditional insurance providers to offer crop
insurance facilities due to these problems and require a new set of insurance coverage.

Weather index based crop insurance is the one that can overcome these limitations if it applies
by considering country context, weather conditions and other infrastructures necessary to
implement it. In index based insurance contract, chosen index correlates to loss and there is no
adjustment cost, moral hazard and information asymmetry problem. payment is “based on the
realization of an underlying index relative to a pre-specified threshold” ). Some of the weather
indices used in agriculture insurance are cumulative rainfall index, cumulative temperature or
soil moisture index, livestock mortality index, satellite imagery index, and droughts index.

Till to date, weather index based crop insurance is applying in many developing countries
around the world. In 2007, GIIF (Global Index Insurance Facility) was launched by signing
agreement between European commission and ACP (Africa, Caribbean and Pacific States)
secretariat to provide weather index insurance facilities to agricultural farmers in ACP countries.

Weather index based insurance products have a number of advantages over traditional crop
insurance products especially in case of information asymmetry, moral hazard, administrative
costs and standardization problems that are faced in traditional crop insurance.

Green Delta has just completed 30 years but we are already looking forward to the next 30

(5]



years! The recent national and international awards as the Best Non-Life Insurance Company of T
Bangladesh from organizations like World Finance, IFM, ARC, ICAB, ICSB, SAFA etc. are

pushing them forward to achieve their long term vision to take insurance to a much greater
height.

Green Delta believes in “INNOVATION” and to create a new history in Bangladesh Insurance
Industry, innovation will be the fuel in days to come.

Farzana Chowdhury ACIl UK
Chartered Insurer

Chief Executive Officer

Green Delta Insurance Company Limited
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PIONEER INSURANCE COMPANY LIMITED

Symphony (5th Floor), Plot # SE (F)9, Road #142, South Avenue,Gulshan-1, Dhaka-1212,
Bangladesh. Tel : 58817512(Hunt.), Fax : 8802-58817234, 58817264.
Email : piclho@gmail.com , Web:www.pioneerinsurance.com.bd

Local Office,Imamgonj Br., Motijheel Br., B.B. Avenue Br., V.I.P Road Br., Shantinagar Br., Kawran Bazar Br,,

New Market Br., Gulshan Br.,, Narayangonj Br., Agrabad Br., Sheikh Mujib Road Br., Jubilee Road Br., Khatungonj Br.,
Cox's Bazar Br., Khulna Br., Jessore Br., Jhenaidah Br,, Faridpur Br., Madaripur Br., Tangail Br,, Rangpur Br.,

Barisal Br., G.E.C.'s More Br., Comilla Br., Gaibandha Br., Sylhet Br., Dilkusha Br., Uttara Br., Kurigram Br., Mirpur Br,
Narsingdi Br., Kadamtali Br., Sirajganj Br., Dinajpur Br., Bogra Br., Moghbazar Br., Pabna Br., Chapainawabgonj Br.,
Dhanmondi Br., Savar EPZ Br.,
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THE ISSUES OF TAKAFUL:
CONCEPTS, PRACTICES & PROSPECTS

INTRODUCTION

The Takaful is broadly practiced under two main areas namely Family Takaful and General Takaful.
Family Takaful is the Islamic equivalent of conventional life insurance: it involves solidarity
between a group of individuals and their families pertaining to protect widow, orphans and other
dependents of the insured against an unforeseen tragedy such as accident or permanent disabili-
ty. While General Takaful is about insuring anything other than human life: this may include for
example property, belongings or vehicles against fire and theft. This area of insurance also works
like a joint guarantee in which all participants mutually contribute their shares of premiums into a
pool to indemnify any participant who suffers from an insured loss or peril.

Apart from the above mentioned two models there are other types of models practiced by Takaful
companies. The models are discussed further discussed below:

TAKAFUL MODELS
TAKAFUL TA’AWUNI (NON - PROFIT MODEL)

Ta’awuni model is based on the concept of brotherhood, solidarity and mutual cooperation
among participants to achieve well-being of those who are in great need of help due to a sudden
calamity, misfortune or disaster. This model seeks to achieve welfare of Takaful participants and
community at large. Takaful operator acts as a trustee on behalf of participants with no intention
of making. That's why this model is also called non-profit model. The profit and underwriting
surplus are distributed entirely to the participants.

Considering the following example to illustrate how the concept of ta’awuni model is applied. A
(first party) lends his money to B (second party) and B manages the fund sincerely with no
intention for profit making or benefit. Here A is the participant where B is Takaful operator who
manages the fund. It is important to acknowledge that the contribution paid is actually based on
the principles of Tabar'ru'. A tabar'ru’ concept is rather a one way transaction in which once the
contribution is made, the contributor has no right to take any benefits out of it. The fund is used for
any participant who faces difficulties within the time period as agreed on insurance policy.

Global Practices

The concept of ta’awuni was originated in Sudan in 1979 when first Takaful company started its
operation in Sudan. After that, insurance companies are bound to follow ta’awuni model and
adopt Takaful business by law. Ta’awuni model was also adopted and being practiced by Bank
al-jazira Saudi Arabia when the scholars realized that there is a need for cooperation in
insurance under the umbrella of Shari’ah. Thus came the idea that members should donate their
contribution to a fund (Takaful fund) to compensate the members in case of distress. Both the
participants and Takaful operators should acknowledge their rights and obligations to the fund.
The profit and underwriting surplus solely belongs to the participants.



MUDHARABAH MODEL (TIJARI)

In Takaful, Mudharabah model is a profit sharing contract where participants provide capital in
the form of contribution and Takaful operator acts as a mudarib who provides his management
expertise to efficiently utilize the Takaful fund. It is also called tijari model as it works on
commercial business basis. Takaful operator shares the profit from investment of Takaful fund
and is responsible for all management expenses.

In family Takaful plan, Participant's contribution is divided into two parts. The major portion of the
fund goes into Participants’ Account (PA) that belongs to participant whereas smaller portion is
contained in Participants’ Special Account (PSA) that is used to pay invested in Shari'ah
approved instruments. Profit from PA is shared between participants and Takaful operator
according to agreed ratios. Profit and the amount in PSA are used to pay for claims and under-
writing costs. In case, claim payments and underwriting costs exceed the amount prescribed in
PSA, the loss is compensated from PA or shareholders may provide interest free loan
(gard-e-hasana). In case, claims and underwriting costs are less than the amount available in
PSA, the amount left is treated as underwriting surplus and shared between Takaful operator
and the participants. In Mudharabah model, Takaful operator claims to share in underwriting
surplus as an incentive for efficiently managing Takaful funds.

In general Takaful plan, there is no PAA/C and participants’ contribution goes directly to PSA that
many be invested and is used to pay for underwriting costs and claims. A portion of PSA fund
after taking into account profit from investment can be retained as contingency reserve for
future. Any amount left is treated as underwriting surplus and is shared among participants and
Takaful operator according to agreed ratios.

Global Practices

Mudharabah model has been in operation in Malaysia for almost 20 years since the incorporation
of Syarikat Takaful Malaysia in 1985, the first and the largest Takaful company in Malaysia. With
its foundation firmly established, the Mudharabah model in Malaysia has proven to be both viable
business venture as well as profitable to consumers and investors alike. Besides Malaysia,
Mudharabah model is also being practiced in Brunei.

The model flowchart

The figure 1 below shows a flowchart of mudharabah model for family Takaful practiced by
Syarikat Takaful Malaysia. Here, Participants’ contribution is distributed in two accounts i.e.
Participants’ Account (PA) and Participants’ Special Account (PSA). PSA is risk management
account which is used to pay for the loss (claims payment) where as PA belongs to participants.
Greater portion of contribution is allocated to PA as compared to PSA. Amount in both accounts
is invested together in Shariah based instrument and profit is allocated proportionally to both
accounts. After deducting Claim payment, Underwriting costs and contingency expenses from
PSA, surplus is shared between participants and shareholders according to pre-determined
ratios. The whole amount in PA together with profit is delivered to the participant after the maturity
period.
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How does Mudharabah Model work?

Shareholder

Figure 2: Family Takaful Plan

Participant A/C (PA)

Allocation (80%)
Investment
return (profit)
Total Fund

Accumulation to
PA

Total contribution: BDT 100,000
Return on investment: 10% per annum

BDT 80,000
BDT 8,000

BDT 88,000

BDT 5,600 <

Participant Special A/C (PSA)

Allocation (20%)
Less Investment return (profit)

BDT 20,000
BDT 2,000

Total Fund

Claim Payment (10%)
Underwriting Cost

BDT 22,000

BDT( 10,000)
BDT (5,000)

Surplus
Participants’ share (80%)

BDT 7,000
BDT 5,600

|

BDT 93,600




WAKALAH MODEL

Wakalah model is a fee driven Islamic contract in which one party provides capital whereas other
party manages the funds. Here other party charges a fixed fee instead of profit sharing as in
Mudharabah contract for providing its managerial services to prudently invest and manage the
funds. In Takaful contract, participants provide capital in the form of contribution and Takaful
operator manages the funds and charges a fixed fee (called a Wakalah fee) for providing its
services. The Wakalah fee should be fair and appropriate and should be determined and
approved by Shariah Supervisory Board (SSB). Wakalah model is considered more transparent
than Mudharabah model as charges are fixed and predetermined by the both parties. There are
no hidden charges. Some Takaful operators charge an additional fee on surplus as an incentive
to efficiently manage the funds.

Global Practices

Wakalah model has been practiced by Bank Al-Jazira, Saudi Arabia. It is also being practiced by
Commerce Takaful Berhad and Takaful Ikhlas Sdn. Berhad in Malaysia. Government of Behrain
has also taken the initiative to make compulsory for Takaful and Re-takaful companies to adopt
Wakalah model in their business. This model is gaining popularity across the world due to its
transparency and fixed nature of charges irrespective of the amount of Takaful contribution
received as it provides leverage for the company to act in the best interests of participants and
enhance their returns. Moreover, there are less Shariah related issues associated to this model
that might create conflicts of interests among Shariah scholars of different schools of thoughts.

The model flowchart

When Takaful contribution is paid by the participants, Wakalah fee is deducted as upfront
charge. The Figures 3 shows a flow chart of Wakalah model for family Takaful practiced by Bank
Al-Jazira of Saudi Arabia. Here, agents’ commission is directly drawn from Participants’ contri-
bution as upfront charge. The remaining amount is distributed in tow accounts i.e. Individual
saving account and Risk account to cover the loss of affected participants. Individual saving
account is each participant’s personal account that is used for future savings. Risk account is
also known as tabar’ru account as participants agree to donate a portion of their contribution to
this fudn which is used to pay for claims, underwriting costs and Re-takaful expenses. Amount
in both accounts is invested under Shariah guidelines and profit obtained from investment is
appropriated to both accounts according to their original ratio. Any surplus left from risk account
goes to individual saving account. Sometimes, Takaful company charges a compensation fee on
the amount of surplus as a return for its efficiency and prudent underwriting skills.
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How does wakalah model work?

BDT

Takaful contribution = 100,000

Agents’ commission (35%) = (35,000)

Amount available for Risk fund (tabarru) = 65,000

Profit from investment (10%) = 6,500

Risk fund: = 71,500

Claims payment / direct expense (40%) = (40,000)

Underwriting Surplus = 31,500

e Wakalah fee on surplus (10%) = (3,150)
B Contingency Reserce (10%) = (3,150)
E Participants’ share in surplus 25,200
E or 25.20%

[FIGURE 4 : HOW DOES WAKALAH MODEL WORK? ]




The figure 4 shows a practical example for the flow chart of Wakalah model for general Takaful
after receiving Takaful contribution. Here, it is assumed that company has initial contribution of
BDT 100,000 from which 35% agents’ commission is deducted as upfront charge. The remaining
amount of BDT 65,000 goes to risk fund and is invested in Shariah based instruments. 10%
profit is assumed from investment of risk fund. After adding the investment profit, risk fund
moves to BDT 71,500. Claim payment and direct expenses including underwriting are assumed
to be 40%. After deducting Claims payment and direct expenses from risk fund, underwriting
surplus of BDT 31.500 is obtained. 10% of underwriting surplus is deducted as Wakalah fee
while another 10% is kept as contingency reserve. Remaining amount of surplus i.e. BDT 25,200
is distributed among participants who have no prior claims. It indicates that participants of gener-
al Takaful can be compensated with surplus share of more than 25% by the use of prudent
underwriting mechanism. Sometimes, surplus share is used to pay for the contribution of next
year in which case, participants have to pay less contribution to the extent of their share in
underwriting surplus.
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Mixed model is a combination of al-Mudharabah and al-Wakalah model where al-Wakalah con-
tract is used for underwriting activitieswhile al-Mudharabah contract is adopted for investment
activities. With regard to underwriting activities, the shareholders act as the wakeel (agent) on
behalf of participants to manage their funds whereby the Takaful company (shareholders)
receives contribution, pay claims, arrange Re-takaful and all other necessary actions related to
Takaful business. In exchange for performing these tasks, the company charges each partici-
pant a fee known as a Wakalah fee, which is usually a percentage of the contribution paid by
each participant. On the investment side, the company invests the surplus contributions in
Shari¥ah based instruments based on Al-Mudharabah contract, whereby the company acts as
mudarib on behalf of participants (Rab-al-maal or capital providers). However, in order to satisfy
the Shari®ah requirement for Al-Mudharabah contract, the ratio of profit is fixed and agreed upon
between the two parties, at the inception of the contract.

Proponents of this model argue that a Mudharabah arrangement is better suited for manage-
ment and investment of Takaful fund and provides incentive to Takaful operator to optimize its
return by sharing profit. The Wakalah model is perhaps better suited than the Mudharabah for
managing the Takaful business for the agency fee (cost of insurance). Itis more transparent and
is free from the controversial charging of expenses (including marketing commissions) to the
Takaful fund. These arrangements need to be considered as a part of efforts to search for an
optimal model of Takaful as well as to create harmony among existing Takaful models.

i L

DAl Fraculices

The mixed model of Al-wakalah/Al-mudaraba, is the dominant model in the Middle East market
and it is widely practiced by Takaful companies worldwide. In Malaysia, it is being practiced by
Takaful Nasional Berhad and Mayban Takaful Berhad (MTB). Proponents of this model argue
that as this model combines the benefits of mudaraba as well as Wakalah model so it could facili-
tate the search for a unified approach to standardize Takaful practices across the world.
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How does Hybrid model work?

Figure 6: Hybrid Takaful Plan

Total contribution: BDT 100,000
Return on investment: 10% per annum

v v
Participant Special A/C (PSA) (30%) Participant A/C (PA) (70%)
Allocation (30%) BDT 30,000 Allocation (70%) BDT—70,000
Investment return (profit) BDT 3,000 Investment return (profit) BDT| 7,000
(rate of return = 10%) (rate of return=10%)
Total Fund BDT 33,000 Less ‘v v
Less: Participants’ Company's
Share (80%) Share (20%)
Claims (10%) BDT (10,000)
BDT 5,600 BDT 1,400
2 | Underwriting cost BDT (5,000)
oy
E Commission BDT (15,000) BDT 70,000 <
- 80%— BDT 2,400
E |surplus BDT 3,000 SLUTS g
e BDT 78,000
I ‘ 20%
» BDT 600
BDT 2,000
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In figure 6, it could be seen that Takaful Company applies a mixed approach for the management
of Takaful fund. It uses Wakalah concept for PSA account when it charges commission as a fee.
It uses Mudharabah concept when it invests the amount of PA account and shares in the profit
from the investment and underwriting surplus according to agreed ratios. Participants’ share of
surplus together with their share of profit from investment is added to their PA account.

WAKALAH MODEL WITH WAQF FUND

After several objections were raised regarding the issue to surplus sharing in Mudharabah model
and modified mudharabah model and their legal status. A need was felt to develop a model that
could work towards building the creditability of Takaful operator as a welfare institution rather than
a profit oriented entity. This lead to the formation of Wakalah Model with Waqgf fund that was
approved by Shariah scholars of Darul Uloom Karachi, the most famous and credible Islamic
institution in Pakistan. The model is a modified form of Wakalah model wehre a Wagqf fudn is
created by initial donation of shareholders. Participants’ contribution goes directly to Wagf fund.
Takaful operator deducts its fees from Wagf fund. The remaining amount is invested in Shariah
based instruments. The profit from investment is shared between Takaful operator and partici-
pants according to agreed ratios. After deducting claims, Re-takaful expenses and underwriting
costs, 100% net surplus belongs to participants who have no prior claims and distributed to them
according to their proportion of contribution.

Global Practices

Wakalah Model and Waqf fund is being practiced by Takaful operators of Pakistan. This model
has also been adopted by Takaful operators of South Africa. This model is a modified form of
Wakalah model. In this modified Wakalah model with Waqf fund, the relationship of the
participants and of the operator is directly with the Waqf fudn. The operator is the wakeel of the
Wagqf fudnand the participants pay one sided donation of the Waqf fund. The Waqf fund rules
may define the sharing of surplus and other rules under which it would operate but without
having any obligation to distribute surplus.

The figure 7 shows a flow chart diagram of Wakalah model with Wagqf fund for general Takaful
after receiving Takaful contribution. According to this model, first a Wagqf fudn is created by the
joint efforts of participants as well as shareholders who initially donate their contribution to this
fund. Here, Takaful operator fees (Wakalah fee) are directly drawn from Waqf fund. The
remaining amount is invested on the basis of mudhabah under Shariah guidelines and profit
obtained from investment is shared between participants and Takaful operator according to their
mutual terms of agreement. Takaful operator is responsible for all the management expenses for
shareholders’ fund. Operating costs, Re-takaful expenses and claim payments are made from
participants’ fund. Any surplus left after deducting all the related expenses belongs to participants.
Sometimes, Takaful company retains a portion of underwriting surplus as a contingency reserve to
meet any sudden and unexpected future cost.
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CONCLUSION - TAKAFUL IN BANGLADESH

In Bangladesh, the concept of Insurance is not new, at the time of British rules there were some
insurance companies those were functioning in the country. During Pakistan era around forty-nine
insurance companies including life and general life and general used to conduct businesses. After
the liberation war in 1971, by the Act VI of 1973, Shadharan Bima Corporation and Jiban Bima Cor-
poration emerged by abolishing four companies which dealt with general and life insurance respec-
tively. During the mid eighties, private insurance companies were allowed to conduct business. A
complete Insurance Act titled “Insurance Act, 2010 (Act 13 of 2010)" and “Insurance Development
and Regulatory Authority Act, 2010 (Act 12 of 2010)" have been made to regularize and systemize
insurance businesses in Bangladesh. The concept of Islamic Insurance has been incorporated in
section 7 of Insurance Act 2010. It has illustrated the idea of what sort of nature of Islamic Insurance
would be. Further to this the entrepreneurs of Islamic Insurance business have prepared Insurance
Development and Regulatory Authority (Islamic Insurance/ Takaful) Rules, 2010 which they
proposed should be recognized by Insurance Development and Regulatory Authority (IDRA) as
per section 30 of Insurance Development and Regulatory Authority Act, 2010 and section 146 of
Insurance Act, 2010 (Act XIII of 2010).

In order to regularize and systemize Takaful or Islamic Insurance business in Bangladesh a Sha-
ria’h council named ‘Central Sharia’h Council for Islamic Insurance of Bangladesh’ has been
formed on 13 October 2002. Allama Obaidul Haq, Khatib of Baitul Mukarram National Mosque
was selected as founding chairman of the council and Professor Syed Kamaluddin Jafri and Pro-
fessor Maulana ABM Masum Billa were selected as Secretary General and Assistant Secretary
General respectively. On 4 March 2009 the council was officially registered. Since the inception
of the council, the council planned to make rules relating to Takaful. After two years of review, the
council finally succeeded to make a draft of rules about the concept of Takaful. Under 38 sec-
tions, a proposal of ‘Rules for Takaful’ was submitted to the Chairman of Insurance Development
and Regulatory Authority (IDRA) on 9 October 2012 for their perusal.
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Stay with Provati and be safe

Khan Mansion (11th Floor), 107, Motijheel Commercial Area, Dhaka-1000
. | PABX: 9559561, Hotline: 01552-471311 (24Hours), Fax : 88-02-9564455
Head Office: : s i ?
e-mail: contacts@provati-insurance.com, provatiinsurance@gmail.com
e web: www.provati-insurance.com
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Life insurance is a contract for payment of a sum of money to the person (or failing him/her, to
the person entitled to receive the same) on the happening of the event insured against. Usually
the contract provides for the payment of an amount on the date of maturity or at the specific
dates at periodic intervals or at unfortunate death, disability, and sickness, if it occurs earlier.
Among other things, the contract also provides for the payment of premium periodically to the
insurer by the assured. Life insurance is universally acknowledged to be an institution that
eliminates 'risk', substituting certainty for uncertainty and comes to the timely aid of the family in
the unfortunate event of death of the breadwinner. Now new life insurance products are available
to ensure regular monthly income (pension) after retirement or at old age till death. By and large,
life insurance is civilization’s partial solution to the problems caused by death.

Life insurance in short, is concerned with two hazards that stand across the life path of every
person: one is dying prematurely leaving a dependent family to fend for itself and the other is
living to old age without visible means of support. There is another hazard, which is now felt by
almost everybody that is possibility of getting sick due illness or accident of himself/herself,
spouse or other members of the family, which requires hospital/clinical treatment. All these could
be taken care by taking one or more life insurance plan according to one's need.

The magical ingredients of life insurance are- paper, ink and promise. The simple beauty of a
signature on a life insurance contract is made magical by the shake hand which the agent and
the client share. It is the promise of the an insurance company to provide financial security that
would otherwise be beyond the reach of most families. Paper, ink and promise.

What do we mean by “the magic of life insurance?” Well, let me share some of my thoughts with
you:

With the signing of a contract for life insurance, a family gets a feeling of confidence. The
policyholder who signs the contract gets a sense of satisfaction and peach of mind. In other
words, all of the members of a family receives the magic power of peace of mind.

From the moment a policy holder signs the application and pays the first premium, an estate
worth sums- a hundred to thousands times of that of first premium suddenly emerge as financial
security to the policyholder. Life insurance holds this magical power.

At a time when the insured person dies unexpectedly, the family members left behind can maintain
the same standards of living as before without economic suffering. Life insurance provides this
magical power.

Life insurance also has the magical power of creating the habit of saving effectively to achieve
specific purposes. For example, as you know, you can arrange through life insurance to receive
periodic payments in the form of an annuity from your retirement until your death.

When the policyholder needs money in an emergency, he has the special right under the policy
to borrow at very affordable interest rates. This is another example of the magic of life insurance.
Even if the policyholder faces difficulty in making a premium payment, there is a special right not
available to holders of any other financial product to take out an automatic premium loan and
have the contract continued.
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Even if it becomes impossible to pay the premiums, the contract can be continued by changing
the policy to another form of life insurance. This magical power also exists in life insurance.

There is also the magical power of having all future premiums waived under certain conditions
of the insured.

If the insured should suffer a terminal iliness, an advance payment of the death benefit can be
made while the insured is still alive.

All the times the policyholder has the right to terminate the contract. But never can the insurance
company cancel the contract without consent of the policyholder. Even an arrangement that
looks like an unfair contract becomes a legal document. This too, is the magic of life insurance
the finest kind of legal arrangement that mankind has ever developed.

Life insurance offers a magical power that would be impossible for an individual to achieve. As a
member of a large financial institution, a policyholder can participate in investing huge sums of
money in a cross-section of the world’s finest companies stock, bonds, mortgages, real estate
and many more.

From the standpoint of an individual looking at a life insurance contract as one form of investment, life
insurance is one of the safest forms of diversified investment mankind has ever conceived- indeed, a
magical power.

In a very macro form, the large amounts of money that are gathered into the life insurance industry
have the magical power to contribute in the growth of a national economy.

From the moment the application is signed and the first premium is paid, that application form
holds the magical power of transforming itself into a love letter which contains a silent message
of deep love and concern of the policyholder for his family. This is also another example of the
magic of life insurance.

When parents give a new born grandchild an insurance policy and that child grows up, that new
adult understand the magical power of being able to feel the continuing love of his parents even
if they are no longer in this world.

Life insurance also holds the magic power of giving a child born into a poor family the chance to
receive a university education because of the insurance money left behind by his father, and go
on to become the Chief Executive of even the largest companies in the world.

| hold a tremendous conviction- a faith- in the value of life insurance for everybody. | believe in
what | am doing. There is, of course, the business aspect of life insurance: to make profit. But
without life insurance policies, many families would face a very difficult life; many families would
be deprived of their happiness. A missionary aspect does exist in the magic power that life
insurance brings to helping others.

These are the magical power of life insurance- that | believe.

M M Monirul Alam
Chief Executive Officer

g
:

Guardia Life Insurance Limited
E-mail: md@guardianlife.com.bd
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MEGHNA LIFE INSURANCE CO. LTD.
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- E-mail: info@meghnalife.com Web: www.meghnalife.com
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CELEBRATING OUR 2016 ACHIEVEMENTS

WITH A RESOLUTION TO GROW BEYOND!
WISHING A PROSPEROUS YEAR AHEAD!

Green Delta Insurance is being honored with numerous awards and accolades in the year 2016 and
achieved a unique height in the Industry. For such we express our sincere gratitude to all our
Shareholders, Board of Directors, Clients, Regulators, International Finance Corporation (IFC), United
Nations Global Compact, Policy makers, Local and International support partners, Credit Rating
Agency of Bangladesh, Business Associations and all the Green Delta Family Members for their
unimpeded support and cooperation.

SAFA AWARD
Best Presented Annual Report

‘ UN GLOBAL COMPACT RECUGNI?IUN
AS A 2016 LOCAL SDG PIONEER

ARC AWARDS

INTERNATIONAL ARC AWARD
Best Presented Annual Report

BEST NON-LIFE
INSURANCE
COMPANY

/ Mot

ICSB GOLD AWARD 1CAB AWARD —
IFM AWARD Best Presented Annual Report
Best Corporate Governaﬂ'ce i Besl PresEEe_q Amual Report . Best Non-Life Insurance Company # -

ICMAB AWARD

GGREEN DELTA
INSURANCE

Qur Subsidiaries

GREEN DELTA GREEN DELTA PROFESSIONAL
SECURITIES CAPITAL  Lommeet  [3GD SSIST



