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N What is the expense ratio in the
insurance industry?

The expense ratio in the insurance industry is a
measure of profitability calculated by dividing the
expenses associated with acquiring, underwriting
and servicing premiums by the net premiums earned
by the insurance company. The expenses can include
advertising, employee wages and commissions for the
sales force. The expense ratio signifies an insurance
companyss efficiency before factoring in claims on its
policies and investment gains or losses. The expense
ratio is combined with the loss ratio to give an

insurance company>s combined ratio.

Two Different Methods

There are two ways to calculate expense ratios.

typically  use
accounting as opposed to generally accepted

Insurance  companies statutory
accounting principles (GAAP) accounting to calculate
their expense ratios, as statutory accounting yields
more conservative ratios. Although the expenses are
the same in both ratios, statutory accounting uses

the net premiums written during the period in the
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denominator to get the expense ratio.

GAAP accounting uses the net premiums earned
during the period. Net premiums written are the
new business brought in by the company, while net
premiums earned may include some new business

and recurring business from existing policies.

A Precursor to Overall Profitability

The expense ratio can be used to compare companies
and analyze a companyss performance over time. An
expense ratio under %100 signifies the insurance
company is either earning or writing more premiums
than it is paying out in expenses to generate and/or
support these premiums. Although its expense ratio
can be stellar, the overall profitability of an insurance
company is affected by its loss ratio, investment
income, and other gains and losses. Thus, the expense
ratio is not a measure of ending profitability. Instead,
it is a precursor to finding an insurance companyss
overall profitability.
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* Are you planning to participate in extreme sportse
e Can you afford the cost of the trip back home if an
emergency arises and you need to get back?

* |f you or someone who is traveling with you gets

sick, will you be able to afford medical care?

These are all potential problems that can turn your
dream vacation into a nightmare if you arenst
prepared. When deciding whether to purchase a
policy, go through as many scenarios as you can.
® Get familiar with the cancellation policies of hotels,
tourism cruise lines and other travel service providers.
e Review existing policies and agreements with

credit card companies. In some cases, credit card

companies already cover issues, such as lost luggage
or car rental liability.

® Become familiar with price schedules, terms,
conditions and exclusions of the insurance you choose.
The Bottom Line

The fine print is the backbone of your contract and it
will be what determines what type of coverage you
will have when you need it most. When you have the
right insurance in place to cover you on your trip, you
can ensure that your dream vacation turns out to be all

you had planned and more.
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out of business

* An accident on the way to the airport

® Fire or flood in your house

® Jury duty

The insurance pays the difference between the refund
you get from the vendor and the amount you originally
paid for the trip. Make sure the insurance you buy is
not from the same carrier you purchased the trip from;
that way, if the carrier goes out of business, yousll
still be protected if something goes wrong during your
trip.

Travel Medical and Major Medical Insurance

Both of these types of insurance provide medical
protection if the policyholder becomes ill or is injured
while traveling. The difference between these two
types of insurance is the duration of coverage:

® Travel medical insurance provides only shortterm
medical coverage; the duration can be anywhere
from five days to up to one year, depending on the
policy.

* Major medical insurance is for travelers who are
planning to take longer trips of six months to one year
or longer.

These types of insurance can help you cover medical
expenses and locate doctors, hospitals, healthcare
facilities and foreignlanguage services if you become
ill or injured while traveling overseas. Whether you
purchase medical insurance separately or you already
have it, find out if you will need prior approval from
your insurance company for any type of medical care.
Emergency Medical Evacuation Insurance

This type of insurance provides coverage for medically
necessary evacuation and transportation to medical
facilities. These costs can easily reach 10,000$ out
of pocket if you donst have coverage. This becomes
extremely useful should you become stranded in
a remote rural area without easy access to needed

facilities.

Accidental Death and Flight Accident Insurance
These types of insurance pay benefits to a travelers
surviving beneficiaries, as with life insurance. Benefits
are paid out in the event of an accident resulting in
death or serious injury to the traveler.

Specialized Coverage

There are also more specialized forms of travel
insurance. For example, some focus on the needs of
business travelers, extreme athletes or expatriates.
So, if you are planning to participate in high-risk or
extreme sports while away, selecting an insurance
that is made specifically to cover you in case of a
sports-related injury might be more costeffective and
needs-specific than selecting an insurance policy that
provides more general coverage.

Purchasing Travel Insurance

You can purchase travel insurance in three ways:

1. Per-trip coverage is the most common type of travel
insurance. according to the U.S. Travel Insurance
Association, %80 of all travel policies purchased are
per-rip policies. This policy is for travelers who donst
travel as often, and it provides protection for a single
trip.

2. Multitrip coverage provides protection for multiple
trips during one year, but none of the trips can exceed
30 days.

3. The annual policy is for frequent travelers; it
provides coverage for a full year.

The cost for each varies depending on the category or
type of insurance for the coverage you think you will
need. Generally, the cost of a per-rip travel insurance
policy varies between %4 and %8 of the cost of the
total trip.

Do You Really Need Travel Insurance Coverage?
There are several questions to ask yourself when
trying to determine whether to buy travel insurance or
deciding what type of insurance yowll need:

* Will you be traveling overseas?
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Travel insurance can help cover medical
expenses or financial losses you might incur
while traveling. Its often pitched as the best
protection for those traveling domestically or
overseas. This article will explain what kind
of coverage you need before you sign on the
dotted line and start paying for protection
against the unforeseen and unpredictable.

What Does Travel Insurance Cover?

There are five main categories of travel insurance:
® Trip cancellation

* Travel medical

* Major medical

* Emergency medical evacuation

* Accidental death/flight accident

Trip Cancellation Insurance

As its name implies, trip cancellation insurance

The Basics Of Travel Insurance

(sometimes known as frip interruption insurance or trip
delay insurance) covers you in the event that you or
your traveling companions need to cancel, interrupt
or delay your trip.

differ in of which

acceptable, but itss fairly typical for this insurance

Policies terms reasons are
to cover cancellation or interruption for the following
reasons:

® Sudden business conflicts

¢ Change of mind

® Delay in processing your visa or passport

e lliness or injury

® Weather-related issues

Some policies may include additional coverage,
which would insure you against one or more of the
following events:

® An act of terrorism

* The vendor (cruise line, tour company, airline) going
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Non-Stop Success is your Enemy

by :Maher Sinjar

w all dreaming about continuous achievements
ccess, but only wise people know the truth about
the myths of continuous success and how it was built to
last.

Continuous success is your un-observed enemy.

How is that possible?

Nobody could ever learn anything without experience
and sometimes without going through a painful one or
even without others’ support which help in extracting
different lessons from our failure.

Success chart should not be as a forward straight line but
as a curved curve which reflects our ability of learning
from our failure before celebrating our success.

After each failure, we have to change our behavior in
order to avoid the same mistakes and errors which led

us to this failure and we have to trust our ability to get

up again stronger than before.
With each

disappointment we taste and test the success from our

lesson of failuore and each avoided

own perspective, and then we start a new stage of
success until a new lesson of failure would surely aid us
to review our performance in the past successful stages
and question the reasons of failure.

Continuous success would drive us to ignore the failure
possibilities in our lives; thus; we could not be able to
adjust our career, professional or personal paths of
success as required.

Failure is a good indicator for people who are able to
know how to invest this failure and challenge themselves
to shift it into a real victory.

Non-stop success will prevent us from the virtue of failure,
so who is still saying that failure is a bad indicator? And
who is more courageous to reinforce his unseen enemy

by his failure?
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a confusing message to the client which will not give the
desired results. Sometimes, the model adoption depends
on the regulatory environment in the country.
What's the key to a successful “Bancassurance” deal?
The answer is very simple: TRANSPARENCY.

Both parties (Bank & insurer] should realize that it is
a common project that will generate additional profits
to their income statements. Some of the bank’s Non-
Financial benefits are:

- Increase in employees motivation thanks to the incentive
received;

- Free Sales trainings received from the insurer which
have a lot of commons with banking products being of
the same nature (financial products);

- Increase in productivity;

- Increase in market exposure as clients will open new
accounts just to benefit from insurance facilities which
will give him the chance to promote its own products.
Some of the insurer’s Non-Financial benefits are:

- Diversification of portfolio especially for Life products
which generates more profits and low administration
charges;

- Increase of market share;

- Cross selling multiple products;

- Increase of market exposure and credibility.

Again, disregarding the financial aspect of Bancassurance
deals, it generates equal benefits and help achieving

strategic objectives, so whose responsibility it is for its
success 50/50

Resources should be allocated equally to both parties
(Financial & Non-Financial) as the Return On Investment
(ROI) will be the same to both entities, and bottom line
profitable party is the mutual client they are both having.
In addition to the above, there are certain “Secondary
Advantages” that both entities can benefit from since
they are both operation under the Financial Services

umbrella:

-1 Aligning Marketing Strategies: As both operations are
integrated into each other, both entities can develop a
common Marketing Strategy that will help cross-sell all
other products (i.e. No Administration charges on any
Car Loan taken if the Motor Insurance is taken from XYZ
Insurance company, or Free Contents Insurance policy

for any Home Loan taken from ABC Bank, etc).

-2 Market Segmentation: Both entities have different
Market Segmentation techniques to determine their
strategic objectives, but if we combine both of them,
it will reach of fullfledged Financial Services Market
Segmentation study that will assist both of them tailoring

their products.

-3 Product development: As there will be alignment of
Marketing Strategies and Market Segmentation studies,
new products will arise that meets the target market
more accurately, as both data are analyzed for countless
information whether economic, social, demographic,

geographical, efc

-4 Claims history: The bank can benefit from the claims
history analysis of the insurer to assist in defining its
Credit Policy guidelines especially for Car & Housing
Loans since both properties are mortgaged to the bank
(i.e. High Loss Ratio Drivers profiling, High Risk areas for

houses, efc).

The above raised ideas are out of the scope of traditional
Bancassurance agreements, but certainly provide a
cutting edge competitive advantage for both entities
to increase profitability from side operations, that will
create more common grounds for a strategic business

relationship aside of the core product held in caption.
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Bancassurance...
Out of the Box Thinking

Without going into the different Bancassurance
definitions which the internet is full of them for
the same meaning, Id like to raise an issue that
the market is facing but still a taboo since the
Bancassurance deals in MENA region are still in
the introductory phases. Whose responsibility
is it for the operational profitability? The Bank,
or the Insurer? Who should be making the
marketing investment to ensure its success? Is
it really a win-win situation for both entities?

Traditionally, the insurance company uses the bank’s
branches as an alternative distribution channel to increase
its market share by targeting the bank’s database for
different products: “Motor, Travel, PA, Saving Plans,

etc”. In return, the bank earns a kickback as a profit for

letting the insurer using its facilities, and its employees a

certain incentive for promoting them.

The model used for selling different insurance lines is
based on the nature of the product itself. For simple
regulated products with easy wordings (i.e. Motor
Insurance), the insurer can design it in a way that will be
simple for the bank official (who has limited insurance
knowledge) to promote and earn his incentive (i.e. %10
discount on Motor Rates for all ABC Bank clients and
premium is paid directly from the client’s bank account).
This model is known as the “Integrated Model”.
However, for more complex products (i.e. Retirement &
Education pension plans), the “Non-Integrated Model”
is adopted where the insurer’s sales team will target the
clients directly as their sale requires certain technical

knowledge that the banker might not have, or transmit
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a- Quotation issuance from the time the query is received
from the sales/intermediary/agent till its issuance (each
line with a separate SOP), b- Claims handling from the
notification time till final setlement (each line with a
separate SOP), c- Collection procedure and follow up
until full premium settlement, etc).

-3 Human Resources investments:

Whether it is Communication, Motivation, Empowerment,
or even outside events, it is the Operations Leader in
cooperation with the Human Resources department task
to make sure that all individuals are performing their
Job Descriptions fully while minimizing internal conflicts.
A simple input vs. output study should be made (not in
monetary terms) in order to specify a certain budget
to be allocated for Human Resources investments on
trainings, events, and professional certifications. Based
on my experience, (outside company premises) should
be made for staff for topics different than their original
job description (i.e. A sales training to be done for the
technical staff and vice versa). That way, the team will
have a better understanding about other members’ tasks,
and accepting their dilemmas.

-4 Pyramid “Decision-Making” engagement:
Insurers should substitute “Top-Bottom” decision-making
with a “Bottom-Up” formula for daily Operational tasks.
Senior Management should keep in mind, that the
operational staff are the front office of the company, so
all issues start and end with them. Thus, they have the
advantage of knowing customer needs and feedback
for the service provided, and their opinions should be
given the priority with any operational move. After all,
if you don't trust your employees for their opinion, you
shouldn’t have hired them in the first place!!ll

-5 Consistent Departmental Key Performance
Indicators  (KPI)
Marketing,  Underwriting):

IF YOU CANNOT MEASURE IT, YOU CANNOT
MANAGE IT!! Therefore KPIs should be clearly set
by the Operational Leader, firmly implemented for

measurement  (Claims;  Finance;

all departments, and consistently measured against
organizational objectives. Below are some of the KPls
that can be studied.

a- Sales KPI:

- Number of new prospects contacted;

- Closing ratio;

- Average size of sale;

- Number of referrals;

- Connections with clients;

- Customer satisfaction;

- Retention of business rates; and

- Percentage of cross-sold accounts.

b- Customer Service KPI:

- Client satisfaction;

- Problem resolution rate;

- Calls handled per day and within -24hours;

- Mail handled in -24hours;

- Claims turn around; and

- Number of cross-sold accounts.

c- Administrative & Accounting KPI:

- Meeting monthly budget;

- Zero receivables over 30 days;

- Accuracy rates; and

- Speed in closing agency financials.

d- Financial KPI:

- Growth rates by department and by line of business;

- Expense ratios for each major expense category;

- Contingent commissions fo total commissions ratio;

- Reported profit margin;

- Pro forma profit margin (EBITA);

- Trust ratio;

- Current ratio;

- Age of receivables; and - Agency cash flow.

In Conclusion, it has been proven scientifically that
Insurance is one of the most stressful careers
(mentally) you could ever have, and the primary reason
is the huge responsibility that lies on the sector which
unfortunately, not everyone realize it. Therefore, there
should always be an Operation leader who can
minimize the tension, and scrutinize the strategies to

reach organizational short, middle, and long term

NK
N

objectives.

NK
2K




Awarences

5 Reasons why Insurance Companies

should have an Operations Leader

Disregarding all the risk management, marketing, and
actuary principles, WE as Insurance Professionals have
to be aware that are working in a very Noble profession
established to cover the financial losses for individuals/
organizations. Insurance Companies can suggest
preventive measures to their clients, but no one can stop
the unforeseen from occurring.

Sometimes, due to heavy workload and huge tension,
we tend to forget that we are covering

Humanity's assets (i.e. Life, Health, Properties, efc).
Thus, all the Operational strategies that we develop
& implement should serve for this ultimate goal, while
respecting sound business principles and maximizing
“Healthy” profitability to the company. After all, we are
working in a business-oriented environment and not in a
charitable one.

One of the most common issues that insurance companies
face nowadays is the lack of coherence and homogeneity
between the departments which imposes the role of an
Operational Leader who can bring things together.
Based on market research within the regional market,
below are some of the hints that any insurance company
can implement to benefit from maximum productivity:
-1 Inter Departmental Communication:

It is no secret that the insurance sector is the most one

embracing all specialties in the world due to its wide

exposure to all economic sectors (i.e. Doctors for
Medical & Health Departments, Engineers for P&C,
Marine specialists for Marine Hull & Cargo, etc). Having
all these specialties with diverse backgrounds under one
roof is by far one of the most operational challenges any
company can face.

Having said that, the Operations Leader should be the
turning factor in this status quo, by gathering all parties
under the “Corporate Strategy” umbrella. The initiative
should be done in close cooperation with the Human
Resources Department by having a deep understanding
of the dynamics and characteristics of each one in
order to create strong internal Trust bonds, and achieve
corporate objectives.

-2 Standard Operating Procedure:

Insurance is considered a Service Industry as it deals with
infangible products. Thus, companies need to reasons
solve all issues attributed with this nature, especially the
below two characteristics:

- Variability; - Heterogeneity

One of the solutions for the Operations Leader is
“Standard Operating Procedure” (SOP). SOPs are very
crucial to reach optimum service consistency, customer
service, and compliance. An SOP is a list of standard
steps taken to achieve a certain operational task, and

better to be made as a flowchart for fast memorizing. (i.e.
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