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Abstract
Bancassurance as a business generating channel has been increasingly becoming important for the insurance companies,
especially for the new private players which started functioning after the reforms in the industry. The current economic
scenario has built in lot of pressure among banks viz. increase of CRR, fall out of number of loans, alternate mechanisms of
credit that are available for customers etc.   This has led banks to innovate some new ways of improving the financial
position & achieve more profits. With most of the banks listed out in public stock exchanges, their activities are also highly
scrutinized by market analysts & public. Hence, this is the perfect time for the insurance companies & banks to explore the
viable options of strategic partnerships and think beyond mere distribution partnerships. Taking advantage of the vast reach
and large customer base of the banks, the insurance companies have tied up with banks to increase their business growth
along with meeting the IRDA regulations. In the last decade a considerable volume of new business has been generated for
life insurance through this route and the present paper is an attempt to study the contribution of Bancassurance in the growth
of life insurance industry for a period of ten years i.e. from 2001 to 2011.

Keywords: Bancassurance, All Finanz, Insurance Penetration, Insurance Density.

BANCASSURANCE IN INDIA
The success of bancassurance greatly hinges on banks ensuring excellent customers relationship therefore banks need to
strive towards that direction. As pointed out by Low (2004), the changing mindset is cascading through the banking sector in
India and this would be a right time for banks to resorting to bancassurance, especially in the context of proactive policy
environment of regulatory authorities and the Government. The fact that the banking operations in India, unlike in other
developed countries, are still branch oriented and manually operated vis-à-vis highly mechanized and automated banking
channels. Banks  have  recognized  the  potential  of bancassurance  in  India  and  will  take  equity  stakes  in  insurance
companies, in the long run. Going by the present pace, bancassurance would turn out to be a norm rather than an exception in
future in India.

Bancassurance in its simplest form is “the distribution of insurance products through a bank's distribution channels”. In
concrete terms Bancassurance, which is also known as Allfinanz describes a package of financial services that can fulfill both
banking and insurance needs at the same time. "Bancassurance" in French and "All Finanz" (Universal Banking) in German
refers to a tie up arrangement of banks with insurance companies for selling the insurance products in life and non life
segments as corporate agents for fee based income.

REVIEW OF LITERATURE
Ayem Perumal, S. (2010) in his article on “Impact of Economic Globalization and Consumer Expectation in Life Insurance”
explains that the business environment for the insurance sector has been fast changing, bringing new opportunities and posing
new challenges. Jawaharlal, U. (2010) in his article under vantage point on “Product Design and Development – Key to
Long-Term Success” observes that the designing of new products is dependent on the regulatory environment prevailing in
the industry. Looking at the importance of the issue, progressive improvements have been made regularly. Sreesha, Ch. and
Joseph, M.A. (2010) in their article on “Bancassurance: A Case of SBI Life Insurance” express that the only matter of
concern is how to adjust the existence of insurance players to the changing scenario of increased competition which is
expected to further increase due to the entry of big players both from the banking and insurance sectors to capture the huge
untapped market. Nagaraja Rao, K. (2010) in his article on “Challenges in Designing Need Based Products in Life
Insurance for Inclusive Growth in India” analyses the challenges faced by the insurers in designing need-based products in
insurance for inclusive growth and concludes that the policies of life insurance companies are still not rural-centric catering
to the specific needs of the people. Rajagopalan Krishnamurthy (2010) in his article on “Reaching New Frontiers – India
Bancassurance” reviews the key findings of the India Bancassurance Benchmarking Survey, 2010, a Research Study from
Towers Watson. The survey reflects the views of a cross section of insurers and bank intermediaries. Some findings of the
Survey are that the average tenure of tie up with private/foreign banks tended to be longer than the tie-up with the public
sector banks. Selvankumar, M. and Vimal Priyan, J. (2010) in their article on “Indian Life Insurance Industry: Prospects of
Private Sector” express that the Growth in Insurance Industry has been spurred by product innovation, vibrant distribution
channels coupled with targeted publicity and promotional campaigns by the insurers. Innovations have come not only in the
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form of the benefits attached to the products but also in the delivery mechanism through various marketing tie-ups within the
realm of financial services inside and outside.

OBJECTIVES OF THE STUDY
The present study is based on the following objectives.

 To study the need for bancassurance business in India.
 To evaluate the performance of life insurance industry after economic reforms i.e. from 2001-02 to 2010-11.
 To study the bancassurance development in India.

RESEARCH METHODOLOGY
The study is mainly based on the secondary data collected from the annual reports of State Bank of India Life Insurance
Company Limited from 2001to 2011, Annual Reports of IRDA various issues, other publications of RBI and IRDA. The data
is analyzed by using simple ratios and growth percentages.

NEED FOR BANCASSURANCE IN INDIA
Researches and present day statistics speak about the need of a well-equipped financial structure for a country that helps it to
grow economically. No when we talk of statistics, we have to check out the Insurance density and Insurance penetration.

International comparison of insurance density

Source: IRDA Annual Reports various issues from 2001-02 to 2010-11

One would clearly observe that the average density is much lesser in comparison to that of developing countries leave aside
developed nations.
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Table 2, International comparison of insurance Penetration

Source: IRDA Annual Reports various issues from 2001-02 to 2010-11

Table 3 Number of Private Life Insurance Companies and their foreign participants
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Table 4 Number of Life Insurance offices

Particulars 2001 2002 2003 2004 2005 2006 2007 2008
2009 2010

2011

Public
Sector

2186 2190 2191 2196 2197 2220 2301 2522 3030 3250 3371

Private
Sector

13 116 254 416 804 1645 3072 6391 8785 8768 8175

Total 2199 2306 2445 2612 3001 3865 5373 8913 11815 12018 11546

Source: Computed from IRDA Annual Reports various issues from 2001-02 to 2010-11

Number of New policies Issued: It is another important indicator of growth and performance of the insurance companies. It
is a pointer towards the spread of message of insurance among those people who have never availed of the benefits of life
insurance as well as the existing policyholders. The following table shows the number of new policies issued by life
insurance industry during the study period. However, the number of insurance policies issued by the private sector shows
highest growth rate as compared to the public sector.  This indicates the growth rate of private sector companies in the
industry.

Table 5,Life Insurers: Number of New Policies Issued

Source: Computed from IRDA Annual Reports various issues from 2001-02 to 2010-11

It has been revealed out from the above table  that the performance of LIC in terms of new policies business has deteriorated
and those of private players have been improved tremendously. In 2001-02, the number of policies of LIC was only
232.75476 lakhs which increased to 269.68069 lakhs in 2003-04. But in 2004-05, instead of increase, there is fall in the no.
pf policies to 240.27393 lakhs. Further, the no. of policies increased to 388.637 lakhs in the year 2009-10. Whereas in the
case of private players, in the year 2002-03 the no. Of policies was only 836.621 lakhs and it further dropped down to
165.884 and 223.307 crores in the year 2003-04 and 2004-05 respectively.
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Table 6Total Life Insurance Premium

Source: Computed from IRDA Annual Reports various issues from 2001-02 to 2010-11

It has been clearly pointed out from the above table that the total premium income of LIC and private players during 2000-01
was Rs. 34892.02 crores and Rs. 6.45 crores respectively. There has been a constant increase in the total premium income of
LIC being Rs. 202889.28crores in 2011-12 and in private sector it was 84182.83 crores in 2011-12.

Table 7, Channel wise new business performance of in individual and group policies segment

Source: Computed from IRDA Annual Reports various issues from 2001-02 to 2010-11
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Chart 1, Channel-wise new business performance of individual and group

Interpretation: It is revealed out from the above table no. 5.4, that the share of individual agents, corporate agents-banks,
others, brokers and direct selling has been referred in the above table. The above table clearly shows the growing importance
of Bancassurance as a channel for sale of life policies. It has been increasing steadily as indicated by total premium collected
in the individual segment as well as the total number of lives covered.

INDIVIDUAL AND GROUP NEW BUSINESS PERFORMANCE AND BANC ASSURANCE:
Different insurance company have tie-up within or the another bank through joint-venture. In banc assurance, banks are
selling insurance products to the customers against some fixed percentage of fee or commission which adds profit to the
earnings of bank.

Table 8Channel wise Life Insurance business over the years in the individuals segment

Source: Computed from IRDA Annual Reports various issues from 2006-07 to 2010-11
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Table 9, Channel wise Life Insurance business over the years in the Group segment

Source: Computed from IRDA Annual Reports various issues from 2006-07 to 2010-11

Interpretation: It is revealed from the Table no.5.6 indicates, total no. of policies sold and premium income accumulated
through banc assurance are increasing year by year All the insurance players have shown positive growth in terms of no. of
policies sold and premium income obtained from banks.

BANC ASSURANCE DEVELOPMENT IN INDIA
a. Currently the middle class population is overburdened with inflationary pressures, growing expenses of education &

living standard and tax rates.
b. Excepting for the private banks, all banks have not developed the necessary IT infrastructure to make the best of

Bancassurance. The channel will work best only when we have all Regional Rural Banks, cooperative banks and all
public sector banks develop the requisite IT structure to monitor premium renewals, premium lapses, premium
sourced, policies taken, persistency if any et al.

c. The figures based on which these assumptions, projections and presumptions are being made are everything other
than the authentic data provided by the bancassurance companies and partners.

d. According to World Economic Forums’ Financial Development Report 2012, India tops all the countries in terms
of life insurance density. It is followed by China, Japan, US & UK.

e. Banks have been allowed to sell insurance products of more than one company.
f. Banks’ database is strong and very large. If properly dissected, it can lead to generation of huge amounts of leads for

being targeted for life and non-life insurance products.

CONCLUSION
The insurance penetration ratio in the country has started improving thereby ensuring that the benefit of insurance reaches
down to the grass-root level of the nation and more and more people come under the cover of the insurance umbrella. The
growth in the life insurance industry has been spurred by vibrant distribution channels coupled with product innovation.
Innovation has come not only in the form of benefits attached to the products, but also in the delivery mechanism through
various marketing tie-ups with banks and other financial services. Thus, Bancassurance as an alternate distribution channel
has contributed to the growth of insurance business by leveraging the benefits to customers, bankers and insurance. But the
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future depends on how well the banks and insurance companies are able to overcome the operational challenges that are
being constantly thrown at them.
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