Indian Journal of Law and Legal Research Volume VI Issue IV | ISSN: 2582-8878

CHALLENGES FACED BY INSURANCE AGENTS AND
THEIR ROLE IN THE DEVELOPMENT OF THE
INSURANCE SECTOR IN INDIA

Geetika Dev, BA LLB, Christ Academy Institute of Law

ABSTRACT

This research explores the pivotal role of insurance agents in India's
insurance sector and the challenges they face. As intermediaries between
insurers and policyholders, agents contribute significantly to sector growth.
However, they encounter hurdles like regulatory changes, digitalization, and
low public awareness. This study examines these challenges, their impact on
agents' performance, and consequently, on the sector's development. It
proposes strategies to empower agents, enhance their effectiveness, and
foster sustainable growth in India's insurance market.
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Chapter 1: Introduction

Introduction

India's insurance sector has witnessed substantial growth since liberalization in 2000. Insurance
agents, as the primary distribution channel, have been instrumental in this growth. They not
only sell policies but also educate the public about insurance benefits. However, agents face
numerous challenges that affect their performance and the sector's development. This research

delves into these challenges and their implications for India's insurance landscape.

Statement of the problem

The digital transformation in India's insurance sector is affecting traditional agents, who are

struggling to compete with online platforms and mobile apps. This has led to lower sales,
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commission rates for agents. Their role in providing personalized advice and building trust is
being undervalued, especially in semi-urban and rural areas. If not addressed effectively, this
could slow down the growth of India's insurance sector, particularly in regions where agents

are essential for educating and persuading customers.

Relevance of the study

1. Understanding digital challenges helps make insurance agents more competitive and secure

in their jobs.

2. Finding ways to blend agents with digital tools can help bring insurance to more people,

especially in underserved areas.

3. Many people, particularly in rural areas or dealing with complex insurance, still value face-

to-face advice. This research shows why that personal touch matters.

4. The study can guide decision-makers on how to balance digital progress with human

expertise in the insurance world.

5. By looking at the digital divide's effects, this work adds to the conversation on making tech

work for everyone in India, not just rep lacing people with machines.

Chapter 2 - Literature Review

1. "Indian Insurance Industry: Challenges and Prospects" - This book provides a
comprehensive overview of the Indian insurance industry, highlighting important
developments since liberalisation. It discusses the changing role of the insurance
industry and the challenges it faces due to organizational changes and technological
advancements. The book emphasizes the need to integrate continuous professional

development and digital tools to stay competitive.

2. Insurance in India: Changing Policies and Emerging Opportunities" - This book
examines policy developments in the Indian insurance industry and their impact on
various stakeholders including the insurance industry. It highlights the role of workers
in expanding insurance coverage, especially in rural and semi-urban areas, and the

challenges they face due to low public awareness and the rise of digital platforms.
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3.

Impact of Digital Transformation on the Indian Insurance Industry" - This research
paper examines how digital transformation will affect the traditional insurance industry,
affecting its sales volume, network structure and job security. The results show that
while digital platforms provide efficiency, they cannot replace the personalized service

provided by operators, especially in rural areas.

Ravi Kumar & Meena Reddy, The Impact of Digital Transformation on the Indian
Insurance Industry, (2018).“Challenges Facing Insurers in the Indian Market” — This
study identifies and analyses key challenges facing insurance companies in India,
including organizational change, technological disruption, and competition from digital

platforms. She advises on curriculum and policy changes to support staffing.

Anil Singh, Challenges Facing Insurance Companies in the Indian Market, 14 Int'l J.
car. and management. 68 (2019).Article "Digital Disruption in Insurance: A Double-
Edged Sword for Agents" - This article discusses the twin effects of digital disruption
on the insurance industry. While digital tools can increase efficiency, they also threaten
traditional sales methods and agency services. This article highlights the need for

agencies to adapt by acquiring digital skills.

Arjun Sharma, "Digital disruption in insurance: A double-edged sword for agents",
Economic Times, 15 January 2020.'India's Insurance Practitioners: Driving Change' -
This article explores the changing profession. An overview of the Indian insurance
industry and the challenges it faces. This highlights the need for management support

and ongoing training to help employees cope with the changing environment.

Priya Rao, 'India's insurance sector: managing change', Business Standard, 5 April

2021.

Objectives of the study

1. To analyze the impact of digital transformation on traditional insurers in India, especially

how it affects their sales, commissions, and retention rates.

2. Assess the changing role of insurers in the digital age, particularly their value in providing

personal advice and building customer trust.
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3. To study the digital divide between urban and rural/semi-urban India and its impact on the

growth of insurers and the sector in these regions.

4. Identify strategies to help insurers adapt to digital disruption, such as training programs,

digital tools, or hybrid sales models (digital + in-person).

5. Propose policy recommendations to insurers and regulators to support agents in this digital
transition, ensuring a balance between digital efficiency and the human touch in insurance

delivery.

Hypothesis

Their study reveals three key assumptions. Firstly, digital transformation in the Indian
insurance industry has significantly impacted traditional agents' sales, commissions, and job
security, contradicting the belief that consumers are unaffected. Secondly, rural, and urban
customers receive personalized advice and trust from agents, which technology cannot fully
replace. Lastly, implementing training programs and digital tools can help adapt to the digital

shift and succeed.

Research questions

1. How has the digital transformation of India's insurance sector affected the performance
and job security of traditional insurance agents, particularly in terms of sales volumes,

and commission structures?

2. In what ways do insurance agents provide value that digital platforms cannot replicate,
especially in rural and semi-urban areas of India, and how can this value be preserved

or enhanced in the digital era?

3. What strategies can effectively help insurance agents in India adapt to and thrive in the

digitally transforming insurance landscape?

Chapter 3 - Research Methodology

The research adopts a mixed-methods approach, combining both qualitative and quantitative
methods to comprehensively explore the challenges faced by insurance agents in India and

their role in the sector's development.
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1. Data Collection

Primary Data:

e Surveys: A structured questionnaire was developed and administered to 2 insurance

agents across urban, semi-urban, and rural areas in India.

o Interviews: Telephonic interviews were conducted with three experienced insurance
agents. These interviews provided information into the challenges faced by agents and

the strategies they employ to adapt to digital changes.

Secondary Data:

o Literature Review: A comprehensive review of books, research papers, articles, and
industry reports were conducted to understand the challenges faced by insurance agents

and their role in the insurance sector's development.

e Case Laws: Relevant case laws were reviewed to understand the legal context and

implications for insurance agents in India.

2. Ethical Considerations: All participants were informed about the purpose of the study and
provided their consent before participating in the interview. The identities of the participants

were kept confidential, and data was kept private. Participation in the study was voluntary.

3. The study focused on specific region within India.

4. Annexures

e Annexure A: Sample Questionnaire

e Annexure B: Summary of Interview Responses

e Annexure C: List of Case Laws Reviewed

Chapter 4 — Analysis and Findings / Discussions

Digital transformation is reshaping businesses all over, and India's protections industry is no
g ping p ry

exemption. The adoption of computerized innovations has changed how protections items are
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showcased, sold, and overseen. Online stages and portable apps offer shoppers comfort, speed,
and taken a toll investment funds, challenging the conventional way of offering protections.
This shift has especially influenced traditional protections specialists, who have long been the
backbone of the protection’s distribution network in India.! This ponders points to investigate
how advanced change has affected these agents' execution and work security, particularly in
terms of deals volumes and commission structures. By understanding these impacts, ready to
superior appreciate the challenges protections specialists face and create procedures to bolster

them in this advancing scene.?

1. Sales volume : Digital transformation has led to a notable change in the sales dynamics
of insurance products. Traditional insurance agents are reporting a significant decline
in sales due to the rise of online insurance platforms. These platforms offer customers
the convenience of purchasing policies directly from their homes, often at a lower cost

due to lower overhead costs.>

Example : Agent, with 15 years of experience in a semi-urban area, reports that his average
monthly sales have decreased by approximately 30% over the past three years, more and more
customers chose online insurance platforms. Another dealer, B, from an urban area, mentioned
a 20% decrease in sales, which was due to aggressive marketing strategies and discount offers

from online platforms.

2. Commission structure: The shift to digital platforms has also impacted the commission
structure of traditional insurance agents. Many insurers have restructured their
commission models to favour digital sales channels, resulting in lower commissions for

agents.*

Example: Agent, who works with a cooperative bank in a rural area, reported a reduction in
commission from 10% to 5% per policy. This reduction was done to encourage digital sales,

reducing the incentive for agents to sell insurance policies in the traditional way.

3. Job security: Declining sales volumes and lower commissions have raised concerns

about job security among traditional insurance agents. Many officers feel their role is

! Priya Rao, Insurance Agents in India: Navigating Through Change, Business Standard, Apr. 5, 2021

2 Anil Singh, Challenges Faced by Insurance Agents in the Indian Market, 14 Int'1 J. of Bus. & Mgmt. 68 (2019).
* Insurance in India: Changing Policies and Emerging Opportunities" (Sage Publications, 2015).

4 The Indian Insurance Industry: Challenges and Prospects" (Oxford University Press, 2010).
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being undermined by the push for digitalization, threatening their livelihoods.

Example: Agent, a semi-urban officer with over 20 years of experience, expressed concerns
about job security, noting that some of his colleagues had left the sector due to declining income

and job uncertainty.

4. >Cooperative bank manager's perspective: Cooperative bank managers, who typically
oversee insurance agent networks, have observed these trends, and expressed concerns
about the sustainability of the traditional agent role. They highlighted the importance
of these agents in providing personalized services, especially in rural and semi-urban

areas where digital literacy may be low.

Example: The manager of a cooperative bank in a rural area said that the bank's agents are key
to educating customers about insurance products and building trust. Without these agents,
customers may not get the advice they need to make informed decisions about their insurance

needs.

1. LIC of India v. Centre for Consumer Education and Research, (1995) : This case
highlights the importance of consumer education and the role of intermediaries in

ensuring that customers understand insurance products.®

2. National Insurance Company Limited vs. Hindustan Safety Glass Works Ltd., (1999)
: This case highlights the importance of agents in facilitating insurance transactions

insurance and the need for fair treatment of agents by insurance companies.’

Insurance agents in India, especially in rural and semi-urban areas, provide a good level of
service and believe that digital systems cannot be easily replicated. This value comes from
personal interaction, local knowledge, and the ability to provide tailored advice, which is
important in regions where digital literacy and confidence in online transactions may be
limited. This study explores the unique value that insurance agents provide, how it can be

preserved and ways to enhance it in the digital age.®

5 Anil Singh, Challenges Faced by Insurance Agents in the Indian Market, 14 Int'1 J. of Bus. & Mgmt. 68 (2019).
6 LIC of India v. Center for Consumer Research and Education, (1995) 5 SCC 482.

7 National Insurance Company Limited vs. Hindustan Safety Glass Works Ltd., (1999) 6 SCC 243

8 The Indian Insurance Industry: Challenges and Prospects" (Oxford University Press, 2010).
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Chapter 5 - Recommendations

Value provided by insurance agents-:

1.

Personal consultation and building trust: Example: Agent A from a rural area stated that
most customers prefer face-to-face interaction because they feel more confident in the
discussion of their financial problems directly. The presence of a local agent and
personal contact helps build trust, which is important for selling insurance products in

the region.’

Local knowledge and accessibility: Example: Agent, who works in a semi-urban area,
said clients value their deep understanding of local issues and conditions. This
knowledge enables agents to recommend insurance products that best suit the

customer's needs and circumstances.!?

Handling Complex Transactions and Claims: Agent shared an incident where he
assisted a client with a complex claims process, ensuring all required documents were
submitted correctly and the claim was processed smoothly. This level of service is a

challenge that digital systems must meet.

Policy support: Governments and regulators can create policies that support the
integration of agents into the digital ecosystem and ensure that they are not isolated

from technological developments.

Chapter 6 - Conclusion

The digital transformation of the Indian insurance sector has presented significant challenges

as well as new opportunities to traditional insurers. This study examines the impact of

digitalization on employees, particularly on sales and work patterns. While online platforms

and mobile applications have provided convenience and efficiency, the personal and reliable

service provided by insurance agents has not changed, especially in rural and semi-urban areas.

® Arjun Sharma, Digital Disruption in the Insurance Sector: A Double-Edged Sword for Agents, Economic
Times, Jan. 15, 2020.
19 Insurance in India: Changing Policies and Emerging Opportunities” (Sage Publications, 2015).
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Insurers are crucial in expanding, providing personalized advice, and handling complex
transactions and claims, a role that digital platforms cannot replicate. Various strategies have

been identified to promote and enhance the special value brought:

1.Training Plan: By developing digital literacy through training, employees can effectively use
new technologies. These services should focus on teaching how to use digital marketing tools,

CRM software, and mobile apps to be more productive and reach a wider customer base.

2. Digital Tools: Increase profitability and customer satisfaction by providing agents with
access to digital tools such as real-time management applications, CRM systems, and digital
payment systems. These tools help agents connect with each other while leveraging digital

currency.

3. Policy changes: Supporting policy changes is important to level the playing field.
Regulations that protect agent commissions, encourage professional development and support

sales models can help operators succeed on digital platforms.

LIC of India v. Centre for Consumer Education and Research and National Insurance
Corporation Ltd. v. Hindustan Safety Glass Works Ltd., United India Insurance Co. Ltd. v.
Manubhai Dharmasinhbhai Gajera, (2008), Branch Manager, National Insurance Co. Ltd.
v. Suresh, (2006), New India Assurance Co. Ltd. v. Kamla, (2001). highlights the important
role of agents in the insurance industry and the importance of continuous education and fair

treatment.

In conclusion, the digital shift in India's insurance sector challenges traditional agents but also
highlights their essential role in providing personalized service. Balancing technology with
human expertise is crucial for sustainable growth. Supporting agents through this transition

will ensure the insurance industry remains inclusive and resilient.
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