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Tangible goods like soaps, toothpastes, furniture, land, building, etc, are demanded by
people. They feel the need for buying these products. But it is not the same with
insurance. People themselves do not feel its importance and requirement. Not many
people understand what insurance is and how it works. Moreover the fruits of insurance
are recovered after a long period as compared to the tangible products; hence it is not that
lucrative for people.
Life Insurance Corporation of India (LIC) and General Insurance Corporation
(GIC) and also private Insurance Companies have (are) extensively used the service of
agents on the following grounds:


Insurance is a concept that has to be explained and its usefulness clarified
personally to the people.



Each prospective buyer has his own special needs and requires specialized
solution.



Personalized guidance is possible when there is a face to face contact between the
agent and customer.



Insurance is like sand when it is bought and gold when it is realized. Given a
choice people would postpone the decision to buy insurance as they do not realize
its benefits at the time it is offered. They have to be convinced.



The agent, who gets to know the proposer closely, is in a position to provide
valuable and necessary information on personal life styles, habits, family, etc.

It is been six year since the Indian insurance market has opened up, and the new entrants
have set up branches in every major city. The public sector companies have already
established themselves in the market. But still there are multiple challenges faced by all
insurance companies of which two are critical:


Product design to suit the Indian market.



Choice of the tight distribution channel.

The companies have been quite successful in dealing with the first of these challenges
using the existing product features and leveraging the technical know-how of their
partners. Not to forget that LIC never had a death of products, it is the product marketing
in which it has failed. Similarly most of the private insurers are also grappling with the
right channel mix fir reaching the potential customers.
Focus on Multi Distribution Channels
A Multi-channel strategy is better suited for the Indian market to tap the vast untapped
potential. Apart from geographical spread, the socio-cultural and economic segmentation
of the market is also very wide. The needs and traits of people are different.
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It is apparent that multiple distribution channels will help an insurance company to offer
a range of contact points to the customers, thereby increasing the chances of success.
However, along with these distribution channels comes the challenge of „relationship
management‟. Since most of the new channels involve collaboration with various entities
whose demands and powers of negotiation are varied, it requires delicate skills on the
part of the insurance company to manage these relationships. Effective management of
channel conflict and curtailing the costs of distribution will be utmost importance.
Ethics
Ethics refer to “the principles of conduct governing a individual or a group”
Ethical decisions always involve two things. First, they involve normative judgements. A
normative judgement implies that something is good or bad, right or wrong, better or
worse. Secondly, they also involve morality. Morality is society‟s accepted standards of
behaviour. Moral standards address behaviour of serious consequence to society‟s wellbeing, such as murder, lying, and slander. They cannot be established or changed by
decisions of authoritative bodies like legislatures. They should override self-interest.
Many people believe that moral judgements are never situational. They say something
that is morally right (or wrong) in one situation is right (or wrong) in another. Moral
judgements also tend to trigger strong emotions. Violating moral standards may therefore
make individuals feel ashamed or remorseful.
It would simplify things if it was always clear which decisions were ethical and which
were not. Unfortunately, it is not. If the decision makes the person feel ashamed or
remorseful, or involves doing something with serious consequence such as murder, then
chances are its unethical.
Ethics and the Law
You can make a decision that involves ethics (such as firing an employee) using what‟s
legal as a guide. However, that doesn‟t mean the decision will be ethical. Firing a 49year-old employee with 25 years‟ tenure without notice or cause may be legal, but many
would view doing so as unethical. Ethics means making decisions that represent what you
stand for, not just what the laws are. Sometimes behaviour is both illegal and unethical.
Managing human resources often requires making decision in which fairness plays a role.
For example, you hire one candidate and reject another, promote one and demote another,
pay one more and one less, and settle one‟s grievances while rejecting another‟s. How
employees react to these decisions depends, to some extent, on whether they think the
decisions and the processes that led up to them were fair.
Fairness is inseparable from what most people think of as “justice”. A company that is
just is, among other things, equitable, fair, impartial and unbiased in how it does things.
With respect to employee relations, experts generally define organizational justice in
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terms of its three components – distributive justice, procedural justice, and interpersonal
or interactive justice.


Distributive justice refers to the fairness and justice of the decision‟s result.



Procedural justice refers to the fairness of the process



Interactional or interpersonal justice refers to the “the manner in which
managers conduct their interpersonal dealings with employees,” and in particular,
to the degree to which they treat employees with dignity as opposed to abuse or
disrespect.

Employees tend to correlate fairness, justice, and ethics with each other when it comes to
employers. One study focused on how employees reacted to fair treatment. It concluded
that “to the extent that survey respondents believed that employees were treated
fairly…….[they] reported less unethical behavior in their organizations. They also
reported that employees and their organization were more aware of ethical issues [and]
more likely to ask for ethical advice. Similarly, “Hiring, performance evaluation,
discipline, and terminations can be ethical issues because they all involve honesty,
fairness, and the dignity of the individual.
Most employees associate fairness with ethical behaviour.
What shapes ethical behaviour at work?
Whether a person acts ethically at work is usually not a consequence of any one thing.
For example, it‟s not just the employee‟s ethical tendencies, since even “ethical”
employees can have their actions influenced by organizational factors. So, the manager‟s
first task is to understand what shape ethical behaviour, and then to take concrete steps to
ensure that employees make ethical choices. The factors that shape ethical behaviour are
as 



Individual factors
Organizational factors
Boss‟s Influence

Ethics Codes and Policies
An ethics code memorializes the standards to which the employer expects its employees
to adhere, for instance with respect to bribery, and accurate reporting.
One reason why ethics codes (and even what the boss says) does not always determine
how ethically employees act is that it is not what the boss or employer says but what they
do that‟s important. Organizational psychologists refer to this phenomenon as
organizational culture. Organizational culture is the characteristic values, traditions, and
behaviours a company‟s employees share. A value is a basic belief about what is right or
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wrong, or about what you should or shouldn‟t do. (“Honesty is the best policy” would be
value). Values are important because they guide and channel behaviour. Managing
people and shaping their behaviour therefore depends on shaping the values they use as
behavioural guides. The firm‟s culture should therefore send clean signals about what is
and isn‟t acceptable behaviour.
Managers have to think through ways to send the right signals to their employees.
Techniques include :





Clarify Expectations
Use Signs and Symbols
Provide Physical Support
Use Stories
Organize Rites and Ceremonies

Ethics in Insurance
The foundation of insurance contract is based on integrity trust and expectation that the
insurer will pay the amount which was promised to be paid and in the manner understood
by the insured.
Sometime the settlement of claim is delayed or the procedures to be completed at the
time of settlement are far too cumbersome than the expectation of the customer, or he
may get a lesser amount than expected by him. The customer not only grudge but even
they lodge complains with authorities like the Ombudsman. In this context many a time,
insures are comfamed and branded as unethical. However, the core reason for this mostly
lies in the fault distribution of product itself. The greatest factor that attributes to this state
is unethical practices resorted to by agents / distributors in selling the insurance products.
The first and foremost thing leading to ultimate dissatisfaction is lack of understanding of
policy terns by the customers. In most cases, the customer is convinced to purchase a
product which he does not understand or enter into a contract that he or she has not read
nor would understand if he were read.
The policies are written in complicated legal language. Over a period of time, due to
various amendments, policy statements have become complex in nature and are found to
be difficult to understand by most of the customers. Even the agent of a company cannot
be presumed to have understood all the terms of the policies. Agents normally sell those
policies which they better understand. Another reason may be the commission associated
to a policy. The policies attaching more commission will be sold more enthusiastically
than the others.
The structure of the insurance industry is such that, most of the agents are paid incentives
on attainment of minimum target of sales. In their anxiety to fulfill targets, agents
sometimes do not provide clarity to customers as regards the policy terms.
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At the time of selling the policy, it may happen that the agent had not misinformed the
customer, but at the same time did not explain the clear implications of the terms of the
policy either. In this case neither the company nor the agent conveyed anything wrong,
but it led to a sale which is not in accordance with the understandability of the customer
consequently leading to problems in the future.
The pressure to achieve sales targets on agents and other distributions, many a times,
results in unethical practices at the grass root level. The existing gap between customer
expectations and insurability of risk can be filled by ethical practices of sales personnel.
Measures to overcome unethical practices:


Imparting training of ethics to the agents.



Aligning the organizational culture to ethical behaviour.



Making the policy phraseology simple and understandable.



Creating healthy competition among peers.



Having a proper commission structure for the intermediaries.



Clear communication of company‟s objectives to customers and implication of its
products.



Initiate for funding the research activities focusing on customers.

ISSUES IN INDIA
A major ethical issue confronting the Indian insurances and regulators is the rebates
offered by agents to the customers. The commission structure of agents is largely
responsible for the same, where first year commission is as high as 40 per cent. Insurance
agents are capable of giving rebates to the customers on first sale out of their commission
in anticipation of the expected renewal commissions every year.
This can be considered unethical mainly on two grounds.
First, it resists the concept of an agent acting as a financial consultant. For example, an
insurance agent may advice the potential customer to buy a life insurance police, whereas
an investment in mutual fund or pension found would have been a better option as per the
age and income of the customer. This results in loss of value creation for the customer.
Second, such an activity compels both the customer and agent to commit an unlawful
activity. Further, may be the policyholder does not find the policy as per his need and
discontinues the policy. The insurance company makes a loss in terms of the heavy first
year expenses.
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Best practice firms empower people to achieve their goals by structuring their
organizations reward programs, cultures sales and service processes to contribute to
maximum customer satisfaction and sales effectiveness. A good organization will help its
employees to develop.


Understanding: Clarify each person‟s individual role, goals and accountabilities
in the organisation.



Engagement: Involve individuals more so they understand better and feel
responsible.



Reinforcement: Motivate people, recognize and reward performance and
reinforce a high-performance culture.



Development: Help the people to identify, address performance and capability
and skill development priorities. Give them the tools – feedback, coaching, career
planning – to improve performance continuously.

Thus empowerment and improvement of people is the key to best distribution
performance.
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