Fast-changingregulations a challenge

ROOPAM ASTHANA, chief executive officer and wholetime director, Liberty General
Insurance, tells Advait Rao Palepu that the widespread changes in motor insurance
regulations can lead to an increase in mis-selling because there are downsides to having
too many product variants. The insurer is planning to expand to tier-2 and tier-3 towns
with 100 new branches to attract the next generation of wealthy Indians. Edited excerpts:

Liberty General Insurance hasbeen
focused on specific product areas for the
pastfew years whilethehealthinsurance
bookis growing. Will you participatein
the Ayushman Bharatschemeand

the cropinsurance programme? What
isthestrategy for growth?

The Ayushman Bharat scheme, as well as
the crop insurance programme, has to be
runonalargescale and requires diversity
interms of population and region to be
able to make commercial sense. They
will alsorequire additional capital.

We are arelatively young company that
isgrowing very fastand a little away
fromour break-even. We are

investing and hopefully we will

grow large enough soonto

reach the point where we can

participate in the Ayushman
Bharatscheme as well asthe

crop insurance programme.
Thereisareal need for health insurance,
which is what is fundamentally driving
the growth of thisline of business. With
Ayushman Bharat, the benchmark or floor
for the sum assured is set at¥500,000,
whichis good for small businesses as well
asretail customers. Around 70 per cent of
our business today is motor insurance and
weare working on building our health
insurance book over the next couple of
years. Weare planning to putup 100
branchesin12 months, which willbea
bigexercise forus. Clearly growth todayin
smaller towns and citiesis fasterthanin

metros and we are increasing our
presencethere.

Whatarethebiggestchallenges for
generalinsurance players?
The past couple of months have been
very difficult in terms of regulation.
Everybody seems to have a view on our
business. The kind of changes, the
frequency of changes and the time they
aregiving companies to adjustto those
changesare unreal. One of my biggest
challenges is managing these fast-
changingregulations because it’s not
just about compliance but because it
impacts the entire ecosystem
including our organisation from
the front-end to the back-end —
we have to ensure thatthe
customer is not affected and
no mis-selling happens because
of these rapid changes.

Thesecond challenge is that the
general insurance industry hasabrand
issue. There isnotop of the mind brand
recognition thatisthere.In e-commerce
youhave Amazon, inlife insurance there
isLIC, inbankingthereis SBI, sothereisa
huge opportunity for general insurance
companies tofillthatspace.

The other challenge is the perceived
lackof trust because customers believe
their claims will not be met while the
experience has been the opposite. The
industry is working with the General
Insurance Council to build acampaign

aboutthe need for general insurance
products and trust.

Changes havebeen brought to motor
insurance products. HowhasLiberty
General Insurance faredin meetingthese
new productstandards?

The first change was the introduction ofa
compulsory three-year (new private cars)
and five-year (new two-wheelers) third-
party (TP) motor policy. And then there
was the ruling on compulsory personal
accident cover, which was increased to
1.5 million from ¥100,000-200,000.
Before these, we had asimple set of
products. People would buy one-year TP
and one-year own-damage (OD) cover,
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which would be renewed every year.
These were largely variants of motor
insurance, but now the number of variants
isoverwhelming. It is difficult for
customerstobuy theright policy.

Whatchallenges do youforesee in

terms ofthese newproductguidelines
onmotorinsurance?

Mis-selling will begin to increase as
things get complicated. Complexity in
the market hasincreased. Today a
customer may buy five-year OD cover
because the agent convinced him or her
todoso, butonly laterin the policy term
will the realisation come that he or she
may not have required it forsuchalong

generalinsurance’

period.Iforeseethe frequency of claims
willincrease while the size of each claim
may reduce. This maylead to some
malpractices at the garages as well. This
change in consumer psychology on
claims and the impact of it on claim cost
and premiums will be known only aftera
while. Therefore, we can’t build it into
our price accurately right now although
we will have to lock the price for five
years today.

Given thatyour company isayoung
player,how doyouviewthechanges
inthedistributionmodel, with digital
sales pickingup atthe costofthe
agencymodel?

Thedirect-to-customer (D2C) online
model is an interesting possibility. Today
online D2Cisasleeping giant and there
isalatent demand for this. What is
happening now on the regulatory front
will give a good impetus to online D2C
because today the consumer, whois
more informed, has alot of choices
which not every agent and dealer would
want to or can offer. The question at this
pointis: Why haven’t more people gone
online? This is because most customers
have believed they would get a better
priced deal from an agent. Now that there
are so many companies and variants of
products, the customer can decide the
price point at which they wanttobuya
policy and search online for the same.
Sothedependenceonthe agent to
recommend the best product will
reduce, which will drive sales online.
We are coming up with an online
campaign by December to try and build
the Liberty General Insurance brand
online asa preferred brand.



