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Life insurers to have varied rewards
mechanism to boost agent persistency

M SARASWATHY
Mumbai, 15 February

Life insurance companies will now have
varied rewards-and-recognition mech-
anisms for distributors, with the Insur-
ance Regulatory and Development
Authority (Irda) allowing them to decide
on persistency norms. The insurance
regulator has said that all life insurers
should have their own company-spe-
cific persistency criterian for renewal of
individual agency licence and corpe-
rate agency licences from July 1 this
year. AL present, agents are required to
have 50 per cent average persistency
rate in the number of policies.
Persistency refers to the ability to
keep renewing customers’ insurance
policy till it reaches maturity. The high-
er the persistency rate, the higher the
renewal premiums for the company,
The reculatorsaid renewal of Individual
and corporate agency licences will nor
be subject te mecting the persistency

rates earlier stated by Irda.

Anup Rau, CEOQ of Reliance life
Insurance, said it is a welcome move,
since each insurer will now be able to
take their own decisions on persisternicy.
“We arealreacly focusing on guality advi-
sors and agent productivity. Our agent
productivity also improved

Tt1 its earlier persistency guidclines
isstied (and subseguently revised) in
2011, Irda had said that for all renewals
prior to FYIS. the average persistency
rate for each agent for 201112, 2012-13
and 2013-14 should be at least 50 per
cent in terms of the number of pelicies

procured by such agent.

over 50 per cent i the past  Persistency refers It had said that from
couple of quarters,” he said.  to the ahility to FY15, the persistency rate

In 2011, private lifeinsur-  keep renewing tor each agent shall be ar
ers had started the practiceof  customers’ least 75 per cent in terms

taking back commission
paid to agents to improve
their persistency ratio as well
as avoid lapses in insurance
policies. The clawback clause helped
insurers recovera part or all of the com-
mission paid to agents if the policy was
cancelled within a given perdod.

Rau said Reliance I,ife also has put
in place measures to withdraw com-
missions of distributors if their persis-
tency drops below the stipulated per-
centage fixed by them

maturity

insurance policy
till it reaches

af both policies and premi-
um procured by such
agent. Further, this stipu
lated persistency rite
reguircments was fo be effective forall
corporate agency renewals due from
July 1, 2014,

Subrat Mohanty, executive vice-pres
ident (strategyand customer refations) at
HDEC Life [nsurance, said that instcad of
revoking the licence of agents for poar
persistency, now companies will be able
tomotivate them inthe rightmanner. He

alzo explained that Irda's relaxation for
each life insurer t decide their own per
sistency norms will he benelicial since
ench insurer has a different model.

"There could be some reduction in
commissions for agents with lower per-
sistency. Also, the right rwards would
be given to those who hwve performed
better than others,” added Mohanty,

According 1o the new traditional
product guidelines of I'da, the com-
mission rates for policies with longer
tenure would be higher han these fer
short-term policies.

For policies with tenires of at least
12 years, the commissiors would be 35
per cent of the premium

In order 1o e good COMMISSIONS.
agents will haveto sell long term policies
and keep them active, said a senior life
insuranee executive. “With Trda's latest
go-ahead Lo insurens w (X 0WN persis-
tency formulas, it will be gasier to retain
agents and improve renewals through
better training and develppment.”




