
Subject : Life Insurance - PPP

Topic – Stages of Life Insurance 

Policy



Stages of Life Insurance Policy
.



Death Claim
.

 When the person assured dies during the Term of the policy i.e. before 

the  date of maturity, proceeds under the policy as a claim, is payable 

to the  beneficiary which is called a Death claim.

 The person entitled to the proceeds must complete certain death claim  

forms giving due proof of the death and establishing the claimant's 

right to  such proceeds. When filed with the company, the company is 

said to have  received a death claim.



Maturity
.

 A maturity benefit is a lump-sum amount the insurance company 

paysafter  the policy is matured.

 Eg: If an insurance policy is for 15 years, insured will get a pay-out 

after 15  years.

 Term – ROP (not always) otherwise no Maturity Benefit

 Endowment – Survival benefit and Maturity Benefit

 ULIP – Fund Value at end of term



Surrender
.



Policy Paid up
.



Lapsation
.

 Pure lapse [the policy is discontinued within 3 years

 Zero duration lapse [policy is discontinued within the financial year of issue]

 Lapse vs Surrender – conditions, pay out, account value



Causes of Lapsation
.

 Economic-social background

 Financial difficulties

 Government policies with regard to taxation

 Mode of premium payment

 Lack of Agency professionalism

 Poaching

 Policy mismatch 

[lack of need based approach, mis-selling]

 Inflation



Indices for Measurement
.

Overall net lapse ratio, i.e., percentage of lapse to the mean business in force



Consequences of Lapsation
.

To  the  
policyholder

• The lapsed  policy 
does not  cover the 
loss  [life] of the  
policyholder

• Policyholders  lose a  
significant  amount 
even if  a policy is
made  paid-up and  
surrendered.

To  the industry

• Insurer incurs  heavy  
expenditure

• Level premium  
system and the  
assumed  ‘expense  
loading

Intermediaries,  
society and  
government

• Efforts of the  
intermediaries  are
wasted

• Lapsation  reduces  
financial  security of  
individuals



Suggestion to Improve the Lapsed Conditions
.

 Need for public education/awareness. Adopt a need based approach to purchase 

policy.

 Need for training field personnel.

 Career Agency should be encouraged.

 After sales service from Agents, Development Officers

 Continuation of Relation with customer after sales and after claim also.

 Pre-recruitment training should be followed by a test and interview.



Revival of a Policy
.

 Current Revival window is 5 yrs for  Traditional business and 3 years for ULIP

 Missed out premiums to be paid

 Interest may be charged on premium

 Will Health evidence be required ?



Persistency
.

Percentage of an insurance company's already written policies remaining in force,

without lapsing or being replaced by policies of other insurers.

Since persistency is a critical factor in the viability and success of insurance 

companies,  they constantly look for ways to increase this percentage.

Persistency rates show loyalty of customers and how much confidence they have 

in the  products being offered, thereby, providing a clear overview of how stable 

and consistent  growth will be in the industry.
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How can a Life Insurers Address Low Persistency 
.

 Greater digitization of the entire sales process to enhance customer  

experiences while also allowing effective monitoring of sales channels.

 Greater emphasis on training of employees and agents so they become  

financial or risk advisors for customers rather than just sellers.

 Enhance the understanding past insurance behavior of customers  through a 

unified view of customer risk profiles, which is possible only if life  insurers share 

data amongst themselves.

 Use advanced analytics to identify customer life stages and thereby

insurance needs. This will help in pitching right products to customers.

 Identify policy lapsation patterns using predictive modelling and surrogate  data 

like credit scores.



Case Study:
.

Noel and Rini, both in their early thirties, had a 18-month- old boy called Tom. 

Noel was a movie distributor earning INR 20 Lacs per  annum, while Daisy remained 

home spending most of her time dedicated for upbringing of Tom.

Noel’s dad had bought an whole life insurance policy, for Noel, of  35 lac during 

his early age. Further, at age of twenty five, on his friends  suggestion Noel bought a 

term policy of INR 7 Crore, but discontinued paying the premium after 2 years as he 

convinced himself that he doesn’t want to park his money in insurance premium.

One weekend, while playing with Tom on the Terrace of their  bunglow, Noel 

slipped from the edge and fell down in the garden, injuring  his head. Two days later, 

Noel died.

• Noel had a home loan of INR 50 Lac.

• Noel had some savings left for his family, but that would be exhausted in  a year to 

maintain their lifestyle.


